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MEMORANDUM  FOR  UNDER  SECRETARY  OP  DEFENSE  FOR  ACQUISITION 

ASSISTANT  SECRETARY  OF  DEFENSE  (HEALTH  AFFAIRS) 
DIRECTOR,  ADMINISTRATION  AND  MANAGEMENT 
DIRECTOR,  DEFENSE  INFORMATION  SYSTEMS  AGENCY 
DIRECTOR,  DEFENSE  LOGISTICS  AGENCY 
DIRECTOR,  DEFENSE  NUCLEAR  AGENCY 
DIRECTOR,  JOINT  STAFF 

SUBJECT:  Audit  Report  on  Consulting  Service 
(Report  No.  92--010) 


This  final  report  is  provided  for  your  information  and  use. 
This  audit  was  performed  to  comply  with  United  States  Code,  title 
31,  section  1114(b),  which  requires  the  Inspector  General,  DoD, 
to  provide  an  annual  evaluation  to  the  Congress  of  DoD  progress 
in  establishing  effective  management  controls  and  improving  the 
accuracy  and  completeness  of  the  information  concerning 
contracted  advisory  and  assistance  service  (C^S)  contracts. 
Management  comments  were  considered  in  preparing  this  report. 

Comments  on  a  draft  of  this  report  conformed  to  the 
requirements  of  DoD  Directive  7650.3  and  there  are  no  unresolved 
issues.  Therefore,  no  additional  comments  are  required. 

The  courtesies  extended  to  the  audit  staff  are  appreciated. 
If  you  have  any  questions  on  this  audit,  please  contact 
Mr.  Garold  E.  Stephenson,  Program  Director  at  (703)  614-6275 
(DSN  224-6275)  or  Ms.  Kimberley  A.  Caprio,  Project  Manager,  at 
(703)  614-3463  (DSN  224-3463).  The  planned  distribution  of  this 
report  is  listed  in  Appendix  H. 


Assistant  Inspector  General 
for  Auditing 


Robert  J.  Lieberman 


Enclosure 

cc: 

Director,  CAAS,  .  ,  . 

Office  of  the  Under  Secretary  of  Defense  for  Acquisition 
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FINAL  AUDIT  REPORT  ON  CONSULTING  SERVICES 


EXECUTIVE  SUMMARY 


Introduction.  The  Department  of  Defense  acquires  contracted 
advisory  and  assistance  services  (CAAS)  to  support  or  improve 
agency  policy  development;  decisionmaking;  management  of 
organizations;  or  operation  of  weapons  systems,  equipment,  and 
components.  CAAS  includes  expert  consultants,  studies  and 
analyses,  management  support  services,  and  engineering  and 
technical  services.  O.S.C.,  title  31,  section  1114(b)  requires 
that  the  Office  of  the  Inspector  General  submit  to  Congress,  as 
part  of  the  agency  annual  budget  justification,  an  evaluation  of 
agency  progress  in  establishing  effective  management  controls  and 
improving  the  accuracy  and  completeness  of  information  provided 
on  consulting  services.  Because  of  congressional  concerns  over 
excessive  Government— wide  spending  for  CAAS#  Congress  imposed 
limits  on  agency  spending  authorities  for  CAAS.  In  PY  1990, 
DoD  was  authorized  a  spending  ceiling  of  $1.5  billion;  actual 
reported  expenditures  for  PY  1990  were  $1.22  billion  and 
$1.37  billion  for  PY  1989  (excluding  Federally  Funded  Research 
and  Development  Centers).  Previous  DoD  IG  audit  reports 
indicated  that  underreporting  of  CAAS  expenditures  may  be  much 
greater.  DoD  IG  Report  No.  91-041,  "Contracted  Advisory  and 
Assistance  Services,"  February  1,  1991,  estimated' underreporting 
of  $4.0  to  $9.0  billion  for  FY  1987. 

Audit  Objective.  The  objective  of  the  audit  was  to  evaluate  the 
progress  DoD  had  made  in  establishing  effective  management 
controls  and  improving  the  accuracy  and  completeness  of  the 
information  reported  on  CAAS. 

Audit  Results.  The  audit  determined  the  Defense  Information 
Systems  Agency  (DISA)  (formerly  the  Defense  Communications 
Agency),  Defense  Logistics  Agency  (DLA),  Defense  Nuclear  Agency 
(DNA),  Defense  Medical  Support  Activity  (DMSA),  and  Joint  Staff 
underreported  CAAS  expenditures  by  $20.4  million  for  PY  1989 
and  by  $19.2  million  for  FY  1990.  In  addition,  DLA  issued 
13  contract  actions  totaling  $2.2  million  in  FY  1989,  and 
17  contract  actions  totaling  $3.0  million  in  FY  1990,  to 
Information  Analysis  Centers  for  CAAS,  which  were  funded  by 
Military  Departments  and  other  DoD  Components.  The  under¬ 
reporting  was  due  to  unclear,  conflicting,  and  inadequate 
guidance#  and  improper  interpretation  and  application  of  the  CAAS 
definition.  The  improper  interpretation  and  application  of  the 
definition  occurred  because  of  a  perception  that,  due  to 
congressional  concerns  of  Government-wide  CAAS  overspending,  the 


Congress  might  reduce  the  DoD  CAAS  budget.  As  a  result f  data 
reported  to  DoD  and  to  the  Congress  for  FYs  1989  and  1990  were 
not  reliable  for  oversight  and  policy-making  purposes. 

Internal  Controls.  The  audit  determined  that  underreporting  of 
CAAS  expenditures  by  the  five  DoD  Components  was  due  to  unclear, 
conflicting  and  inadequate  guidance  and  was  not  a  result  of  weak 
internal  controls.  The  audit  determined  that  weak  internal 
controls  precluded  the  Defense  Logistics  Agency  (DLA)  from 
supporting  or  accurately  reporting  projected  CAAS  dollars  for 
PY  1990,  but  the  internal  control  weakness  was  not  considered 
material  since  it  impacts  the  reporting  of  projected  expenditures 
and  not  actual  monetary  outlays.  Refer  to  Part  I,  page  2  for  the 
internal  controls  assessed. 

Potential  Benefits  of  Audit.  We  did  not  identify  any  potential 
monetary  benefits  during  the  audit.  However,  implementation  of 
the  recommendations  will  improve  internal  controls  for 
identifying  and  reporting  CAAS.  Refer  to  Appendix  F  for  details. 

Summary  of  Recommendations.  We  recommended  that  the  revised  CAAS 
definition  include  clarification  of  the  applicability  of  CAAS 
requirements  to  automatic  data  processing  services,  services 
provided  by  the  Information  Analysis  Centers,  and  task  order 
contracts;  that  a  revision  be  made  to  the  OSD  Administrative 
Instruction  No.  54;  that  DLA  improve  internal  controls  over 
figures  reported  in  the  PB-27  Budget  Exhibit,  and  that  each  DoD 
Component  require  training  on  the  identification  and  reporting  of 
CAAS . 

Management  Comments.  The  Director,  Acquisition  Policy  and 
Program  Integration  concurred  with  our  recommendations  that  ADP, 
Information  Analysis  Centers,  and  task  orders  be  specifically 
addressed  in  CAAS  policy,  and  that  engineering  and  technical 
services  be  included  as  a  category  in  Defense  Administrative 
Instruction  No.  54.  The  Assistant  Secretary  of  Defense  (Health 
Affairs);  the  Director,  Defense  Information  Systems  Agency;  the 
Deputy  Comptroller,  DLA;  and  the  Director,  Joint  Staff  supported 
the  need  for  training,  but  generally  believed  DoD-wide  training 
should  be  established  by  the  DoD  Director  for  CAAS.  The  Deputy 
Comptroller,  Defense  Logistics  Agency  nonconcur red  with  the  need 
to  establish  internal  controls  to  verify  figures  in  the  PB-27 
Budget  Exhibit,  but  stated  that  published  revisions  to  DLA 
Regulation  5010.3  will  preclude  repetition  of  the  one-time 
oversight.  We  consider  all  comments  to  be  responsive,  and  no 
additional  comments  are  necessary. 

The  full  discussion  of  the  responsiveness  of  management  comments 
is  included  in  Part  II  of  the  report,  and  the  complete  text  of 
management  comments  is  included  in  Part  IV  of  the  report. 
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This  report  was  prepared  by  the  Contract  Management  Directorate, 
Office  of  the  Assistant  Inspector  General  for  Auditing,  DoD. 
Copies  of  the  report  can  be  obtained  from  the  Information 
Officer,  Audit  Planning  and  Technical  Support  Directorate,  (703) 
693-0340  (DSN)  223-0340. 


PART  I  -  INTRODOCTION 


Background 

The  Department  of  Defense  uses  contracted  advisory  and  assistance 
services  (CAAS)  for  a  wide  variety  of  efforts  each  year.  Such 
services  may  take  the  form  of; 

o  individual  experts  and  consultants; 
o  studies,  analyses,  and  evaluations; 
o  management  and  professional  support  services;  or 
o  engineering  and  technical  services. 

United  States  Code,  title  31,  section  1114(b)  requires  that  the 
Inspector  General,  DoD,  submit  to  the  Congress  along  with  the 
agency’s  annual  budget  justification,  an  evaluation  of  its 
progress  in  establishing  effective  management  controls  and 
improving  the  accuracy  and  completeness  of  the  information  on 
CAAS  contracts. 

CAAS  is  perceived  as  an  area  vulnerable  to  abuse.  This  concern 
has  resulted  in  increased  management  controls  and  requirements 
throughout  the  Federal  Government  to  document  and  report  costs 
for  CAAS  through  budget  justifications  and  Federal  Procurement 
Data  System  reporting.  In  the  FY  1990  Defense  Appropriations 
Act,  the  Congress  included  a  legislative  ceiling  of  $1.5  billion 
for  CAAS  expenditures,  excluding  Federally  Funded  Research  and 
Development  Centers  (FFRDCs).  DoD,  in  turn,  identified 

individual  CAAS  spending  authorities  for  each  DoD  Component.  In 
October  1989,  the  Office  of  Management  and  Budget  (0MB) 
identified  CAAS  as  one  of  five  high-risk  areas  within  DoD.  Also, 
in  March  1991,  the  Deputy  Director  of  0MB  informed  the  Secretary 
of  Defense  that  by  September  1991,  DoD  should  take  necessary 
steps  to  ensure  that  managers  have  adequate  guidance  for  making 
CAAS  decisions. 

Objective 

The  objective  of  the  audit  was  to  evaluate  the  progress  that  DoD 
had  made  in  establishing  effective  management  controls  and 
improving  the  accuracy  and  completeness  of  the  information 
reported  on  CAAS.  This  audit  was  performed  as  required  by  United 
States  Code,  title  31,  section  1114(b). 

Scope 

This  program  audit  evaluated  the  processes  and  internal  controls 
for  budgeting,  approving,  and  reporting  CAAS  at  five  DoD 
Components.  These  DoD  Components  included  the  Defense 

Information  Systems  Agency  (DISA)  (formerly  the  Defense 

Communications  Agency),  Defense  Logistics  Agency  (DLA), 
Defense  Nuclear  Agency  (DNA),  Defense  Medical  Support  Activity 


(DMSA),  and  the  Joint  Staff.  We  evaluated  each  DoD  Component 
implementing  regulations  for  adequacy  of  policies,  procedures, 
and  internal  controls  and  for  consistency  with  applicable  laws, 
regulations  and  DoD  guidance.  As  an  integral  part  of  the  audit, 
we  evaluated  compliance  with  applicable  laws  and  regulations. 

We  reconciled  the  DoD  PB-27  Budget  Exhibit  for  CAAS,  submitted 
with  the  FY  1990  DoD  appropriations  request  to  Congress,  with 
supporting  documentation  for  the  five  DoD  Components.  We  also 
followed  up  on  corrective  actions  to  implement  recommendations 
made  in  prior  audit  reports  (excluding  the  Inspector  General,  DoD 
Report  No.  91-041,  "Contracted  Advisory  and  Assistance  Services 
Contracts,"  since  this  report  was  issued  concurrent  with  the 
completion  of  our  fieldwork).  To  determine  whether  the  DoD 
Components  were  properly  reporting  contract  actions  as  CAAS,  we 
obtained  universes  of  contract  actions  for  each  DoD  Component 
that  reflected,  at  a  minimum,  all  "service-type"  contract  actions 
for  FY  1989  and  FY  1990.  We  reviewed  between  60  and  80  randomly 
selected  contract  actions  from  the  universes  obtained  from  each 
of  the  five  DoD  Components  for  FYs  1989  and  1990  to  determine 
whether  each  contract  action  was  appropriately  excluded  from  CAAS 
reporting.  Our  review  was  limited  to  actions  over  $25,000  in 
value  and  not  reported  as  CAAS  by  DoD.  We  relied  on  DoD's 
computer-processed  database  of  contract  actions  over  $25,000  (DD 
Form  350,  "Individual  Contract  Actions  Report"),  where  available, 
and  on  agency-generated  databases  when  DD  Form  350  data  were  not 
available.  We  did  not  establish  the  reliability  of  these  data 
because  the  objective  of  our  review  was  to  determine  whether 
contracts  were  appropriately  identified  as  CAAS.  Accordingly, 
our  random  selection  of  contracts  for  review  is  qualified  to  the 
extent  that  independent  tests  of  the  DD  Form  350  and  DoD 
Components'  databases  were  not  made.  Our  analysis  included 
examination  of  statements  of  work,  justification  and  approval 
documents,  DD  350  forms,  other  applicable  documentation  and 
correspondence  in  the  contract  files,  and  discussions  with 
contracting  officials. 

This  program  audit  was  performed  from  October  1990  through 
February  1991  in  accordance  with  auditing  standards  issued  by  the 
Comptroller  General  of  the  United  States  as  implemented  by  the 
Inspector  General,  DoD.  Accordingly,  we  included  such  tests  of 
the  internal  controls  as  were  considered  necessary.  Appendix  D 
lists  the  activities  visited  or  contacted  during  the  audit. 

Internal  Controls 


The  internal  controls  review  included  a  review  of  the 
implementation  of  the  Federal  Managers'  Financial  Integrity  Act 
at  DISA,  DLA,  DMSA,  DNA,  and  the  Joint  Staff.  Of  the  five  DoD 
Components  reviewed,  only  the  Joint  Staff  identified  CAAS 
reporting  separately  for  evaluation  of  internal  controls.  For 
FY  1990,  the  Joint  Staff  performed  a  detailed  Internal  Management 
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Control  Review  of  CAAS  and  identified  10  weaknesses  including  the 
lack  of  Joint  Staff  policy  regarding  the  roles,  responsibilities 
and  procedures  for  CAAS,  and  a  need  for  better  oversight  of 
CAAS.  The  Joint  Staff  has  begun  implementing  corrective  actions 
to  address  identified  weaknesses.  As  part  of  this  audit,  we 
examined  the  processes  and  procedures  for  identifying,  budgeting, 
authorizing,  and  reporting  CAAS  at  the  five  DoD  Components 
reviewed,  and  traced  a  sample  of  contracts  through  that  process 
to  test  the  effectiveness  of  the  internal  controls. 

The  audit  did  not  identify  any  material  internal  control 
weaknesses  as  defined  by  Public  Law  97-225,  Office  of  Management 
and  Budget  Circular  A-123,  and  DoD  Directive  5010.38.  DLA  did 
not  establish  internal  controls  to  ensure  that  projected  figures 
reported  in  the  PB-27  Budget  Exhibit  were  accurate  and 
supportable.  However,  this  internal  control  weakness  is  not 
considered  material  since  it  impacts  the  reporting  of  projected 
expenditures  and  not  actual  monetary  outlays.  Recommendation  3. 
in  this  report,  if  implemented,  will  correct  the  weakness.  We 
have  determined  that  monetary  benefits  will  not  be  realized  by 
implementing  the  recommendations.  A  copy  of  this  report  will  be 
provided  to  the  senior  official  responsible  for  internal  controls 
within  DLA. 

Prior  Audits  and  Other  Reviews 


Since  October  1,  1985,  13  audit  or  inspection  reports  relating  to 
CAAS  have  been  issued  by  the  General  Accounting  Office  (GAO);  the 
Inspector  General,  DoD;  and  the  Military  Department  audit 
components  (see  Appendix  A).  These  reports  addressed  CAAS 
problems  with  the  identification  and  definition  of  CAAS, 
contracts  justifications,  the  lack  of  contractor  performance 
evaluations,  and  the  lack  of  competition  for  CAAS  contracts. 

Office  of  the  Inspector  General,  DoD,  Report  No.  91-041, 
"Contracted  Advisory  and  Assistance  Services,"  February  1,  1991, 
stated  that  DoD  significantly  underreported  CAAS  expenditures. 
The  audit  estimated  that  DoD  Components  did  not  identify  and 
report  between  $4.0  to  $9.0  billion  of  CAAS  procurements  for 
FY  1987  because  of  unclear  CAAS  guidance,  untimely  updating  of 
implementing  regulations  within  the  Military  Departments,  and 
insufficient  training.  The  report  recommended  revisions  and 
clarifications  to  DoD  Directive  4205.2,  increased  training,  and 
better  budget  and  accounting  systems  to  provide  detailed  support 
to  CAAS  estimates  in  the  PB-27  Budget  Exhibits.  The  DoD 
established  an  action  plan  that  will  revise  regulations,  clarify 
definitions,  and  improve  training  to  strengthen  the  management 
and  reporting  of  CAAS. 

Of  the  13  audit  reports  issued,  only  2  recommendations  from  the 
IG,  DoD  Report  No.  88-184,  "Report  on  the  Status  of  Consulting 
Services,"  July  22,  1988,  remain  open  (excluding  recommendations 
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made  in  IG-DoD  Report  No.  91-041).  The  report  recommended  that 
Navy  improve  and  revise  CAAS  training  of  employees,  and  that  Air 
Force  revise  and  update  its  implementing  regulations.  Both  the 
Navy  and  Air  Force  are  awaiting  revisions  to  the  0MB  Circular 
A-120  and  the  CAAS  definition  before  implementing  the 
recommendations. 
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PART  II  -  FINDIMG  AND  RECOMMEMDATIONS 


IDEMTIFICATION  AMP  REPORTING  OF  CAAS 

The  five  DoD  Components  (DISA,  DLA,  DMA,  DMSA,  and  Joint  Staff) 
understated  CAAS  expenditures  in  reports  to  OSD  and  the  Congress 
by  $20.4  million  for  FY  1989  and  by  $19.2  million  for  PY  1990. 
In  addition,  DLA  issued  13  contract  actions  totaling  $2.2  million 
in  PY  1989,  and  17  contract  actions  totaling  $3.0  million  in 
PY  1990,  to  Information  Analysis  Centers  for  contracted  advisory 
and  assistance  services,  which  were  funded  by  Military 
Departments  and  other  DoD  Components.  Underreporting  was  due  to 
unclear,  conflicting,  and  inadequate  guidance,  which  prevented 
officials  from  making  informed,  accurate,  and  consistent 
decisions.  According  to  officials  we  interviewed, «DoD  Components 
also  narrowly  interpreted  and  applied  the  CAAS  definition  because 
of  a  perception  that  the  Congress  might  reduce  the  DoD  CAAS 
budget  due  to  congressional  concerns  of  Government-wide  CAAS 
overspending.  As  a  result,  data  reported  to  OSD  and  the  Congress 
for  FYs  1989  and  1990  were  not  reliable  for  oversight  and 
policy-making  purposes. 

DISCUSSION  OF  DETAILS 


Background 

The  Federal  Acquisition  Regulation  (FAR)  Part  37.101,  "Personal 
Services  Contract,"  defines  a  service  contract  as  "...  a  contract 
that  directly  engages  the  time  and  effort  of  a  contractor  whose 
primary  purpose  is  to  perform  an  identifiable  task  rather  than  to 
furnish  an  end  item  of  supply.  A  service  contract  may  be  either 
a  nonpersonal  or  personal  contract."  Service  contracts  include, 
maintenance,  communications,  research  and  development,  and 
CAAS.  0MB  Circular  A-120  and  DoD  Directive  4205.2  define  CAAS  as 
services  acquired  from  nongovernmental  sources  to  support  or 
improve  organization  policy  development,  decisionmaking,  program 
management  and  administration,  or  to  improve  the  effectiveness  of 
management  processes  or  procedures. 

OMB  Circular  A-120,  "Guidelines  for  Use  of  Advisory  and 
Assistance  Services,"  provides  general  policy  for  the  Executive 
Branch  agencies  in  determining  and  controlling  the  appropriate 
use  of  CAAS.  In  January  1988,  OMB  revised  the  Circular  to  adopt 
a  broader  definition  of  CAAS.  PAR  subpart  37.2,  "Advisory  and 
Assistance  Services,"  defines  CAAS  and  prescribes  policies  and 
procedures  for  acquiring  CAAS. 

DoD  Directive  4205.2,  "DoD  Contracted  Advisory  and  Assistance 
Services,"  January  27,  1986,  establishes  policy,  assigns 
responsibilities,  and  prescribes  procedures  for  planning, 
managing,  evaluating,  and  reporting  CAAS.  The  Directive 
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authorized  the  appointment  of  a  DoD  CAAS  Director  within  the 
Office  of  the  Under  Secretary  of  Defense  for  Acquisition.  In 
coordination  with  the  DoD  Comptroller/  the  Director  is 
responsible  for  ensuring  the  adequacy  and  consistency  of 
procedures  for  classifying  and  reporting  CAAS,  for  reviewing  CAAS 
reports  submitted  for  inclusion  in  the  PB— 27  Budget  Exhibit,  and 
for  evaluating  implementing  regulations  for  consistency  with  0MB 
Circular  A-120  and  DoD  Directive  4205.2.  The  Directive  also 
requires  that  each  DoD  Component  designate  a  CAAS  Director,  or 
focal  point  for  CAAS.  This  focal  point  is  responsible  for 
preparing  annual  CAAS  plans  and  reports,  for  ensuring  that  agency 
implementing  instructions  are  consistent  with  the  DoD  Directive, 
and  for  ensuring  that  funds  are  obligated  for  purposes  specified 
in  the  PB-27  Budget  Exhibit. 

In  1985,  Public  Law  99-145  required  that  DoD  establish 
accounting  procedures  to  collect  CAAS  costs.  The  accounting 
systems  established  are  the  source  of  the  data  presented  in  the 
PB-27  Budget  Exhibit  which  portrays,  for  management  and  the 
Congress,  the  actual  CAAS  expenditures  for  the  prior  year  and 
forecasts  requirements  for  the  subsequent  2  years.  The  DoD 
Comptroller  develops  the  PB-27  Budget  Exhibit,  based  on 
submissions  from  DoD  Components  on  obligations,  expenditures,  and 
future  requirements  for  the  four  categories  identified  in  the 
definition.  The  PY  1991  PB-27  Budget  Exhibit  for  DoD  reported 
total  CAAS  budgets  of  $1.37  billion  for  PY  1989  and  $1.35  billion 
for  PY  1990.  Actual  reported  expenditures  were  $1.37  billion 
PY  1989  and  $1.22  billion  for  PY  1990.  The  DoD  CAAS  budget  for 
PY  1991  is  $1.09  billion.  These  amounts  exclude  Pederally  Punded 
Research  and  Development  Centers  (FFRDCs). 

Underreporting  of  CAAS 

The  five  DoD  Components  reported  CAAS  expenditures  of 
$47.1  million  for  FY  1989  and  $26.1  million  for  PY  1990.  However, 
the  5  DoD  Components  did  not  report  20  contract  actions,  valued 
at  about  $20.4  million,  for  FY  1989,  and  35  contract  actions, 
valued  at  about  $19.2  million,  for  PY  1990.  At  each  of  the  5  DoD 
Components,  we  randomly  sampled  for  review  between  60  and  80 
contract  actions  that  reflected,  at  a  minimum,  "support  services” 
procured  during  FY  1989  and  FY  1990,  excluding  those  under 
$25,000  or  already  identified  as  CAAS.  Details  on  the  number 
and  value  of  contracts  reported  as  CAAS  and  determined  to  be  CAAS 
by  year  and  by  component  are  shown  in  the  schedules  at  Appendixes 
B  and  C. 

The  underreporting  of  CAAS  was  because  of  unclear,  conflicting  or 
inadequate  guidance  regarding  the  responsibility  for  making  CAAS 
determinations,  as  well  as  decisions  not  to  report  certain 
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contract  actions,  including  Automated  Data  Processing  (ADP)- 
related  procurements.  Information  Analysis  Centers,  and  task 
order  contracts. 

ADP-Related  Procurements 


There  were  considerable  ADP-related  efforts  that  should  have  been 
reported  as  CAAS.  We  identified  23  contract  actions  for  ADP 
systems  analysis,  engineering,  or  other  related  services  not 
reported  as  CAAS.  Those  23  actions  accounted  for  $17.1  million 
of  the  $20.4  million  not  reported  as  CAAS  in  FY  1989,  and 
$4.7  million  of  the  $19.2  million  not  reported  in  FY  1990. 

Both  0MB  Circular  A-120  and  FAR  subpart  37.2  state  that 
ADP/telecomraunications  may  be  excluded  from  CAAS  requirements  if 
such  services  are  controlled  in  accordance  with  41  CFR  Part  201,- 
"Federal  Information  Resources  Management  Regulation  (FIRMR)." 
The  FIRMR,  however,  provides  only  guidance  for  acquiring  ADP- 
related  services  and  does  not  address  the  applicability  of  CAAS 
requirements  to  such  services.  DoD  Directive  4205.2  states  that 
information  technology/ADP  is  excluded  from  CAAS,  but  not  ADP- 
related  systems  analysis,  design,  development,  engineering, 
programming  and  studies.  Costs  incurred  by  DoD  Components  for 
information  technology  is  reported  to  Congress  annually  in  the 
PB-43A  Budget  Exhibit.  The  PB-43A  identifies  dollars  allocated 
for  information  technology  resources  applied  to  "development  and 
modernization"  and  "operations  and  other  costs."  The  PB-43A 
Budget  Exhibit,  however,  does  not  identify  ADP  expenditures 
attributed  to  CAAS. 

CAAS  officials  at  the  five  DoD  Components  considered  ADP-related 
contract  actions  to  be  excluded  from  CAAS.  Examples  of  ADP- 
related  services  that  were  not  identified  and  reported  as  CAAS 
follow. 

o  DISA  tasked  Honeywell  Federal  Systems,  Inc.,  under 
modification  POOOlO,  contract  DCA100-86-C-0067  to  provide 
technical  support,  including  system  analysis  and  design,  quality 
assurance,  and  maintenance  support  for  the  Worldwide  Military 
Command  and  Control  System  standard  ADP  system.  The  estimated 
cost  of  this  support  was  about  $7.8  million.  The  contractor  was 
to  deliver  program  plans;  test  plans;  activity,  status,  and 
analysis  reports;  and  quality  assurance. 

o  The  Joint  Staff  issued  Military  Interdepartmental 
Purchase  Request  DJAM— 0—0054  to  Argonne  National  Laboratories  for 
$100,000  to  perform  simulation  modeling,  and  gaming  and  other 
advanced  techniques  to  assist  in  implementing  database  management 
techniques  into  the  Tactical  Warfare  data  model  in  support  of  the 
Unified  and  Specified  Commands.  Although  the  Department  of 
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Energy  performed  the  contracting  for  these  services »  we  believe 
that  the  Joint  Staff  should  have  reported  the  contract  action  as 
CAAS. 

Prior  to  1990,  the  ADP/Telecoinmunications  Contracting  Office  at 
DLA,  considered  CAAS  requirements  in  making  ADP  procurements. 
ADP/telecommunications  procurements  accounted  for  90  percent  of 
the  reportable  CAAS  incurred  at  DLA.  However,  in  1990,  the  DLA 
Budget  Office  determined  that  ADP  procurements  controlled  by  the 
PIRMR  should  not  be  considered  CAAS.  As  a  result,  projected  CAAS 
estimates  for  DLA  decreased  from  $28.9  million  for  FY  1990  to 
$2.4  million  for  PY  1991. 

In  our  opinion,  ADP-related  support  services  should  be  reported 
as  CAAS  in  the  PB-27  Budget  Exhibit  because  these  assistance 
services  are  as  vulnerable  to  waste  and  abuse  as  other  assistance 
services,  and  the  amounts  procured  are  material.  At  present,  the 
inconsistencies  among  the  guidance  have  allowed  for  varying 
interpretations  and  exclusion  of  ADP-related  contracted 
assistance  services  from  CAAS  reporting. 

Classification  of  Information  Analysis  Centers  (lACs) 

In  addition  to  the  55  contract  actions  not  reported  as  CAAS  by 
the  5  DoD  Components  reviewed,  we  identified  13  contract  actions 
for  $2.2  million  issued  to  lACs  in  FY  1989,  and  17  contract 
action  for  $3.0  million  in  FY  1990  that  should  have  been  reported 
as  CAAS.  These  contract  actions  were  originated  by  other  DoD 
Components  that  transferred  funds  to  DLA  to  contract^  with  the 
lACs.  Neither  the  originating  DoD  Component  nor  DLA  identified 
the  contract  actions  as  CAAS,  and  the  originating  DoD  Component 
did  not  report  the  actions  for  the  PB-27  Budget  Exhibit. 

DoD  has  23  lACs,  which  are  repositories  of  information  on 
specialized  technical  areas  such  as  chemical  warfare,  soil 
mechanics,  and  nondestructive  testing.  DLA  manages  14  of  the 
lACs  through  the  Defense  Technical  Information  Center  (DTIC).  The 
lACs,  which  are  contractor  operated,  collect,  review,  analyze, 
and  summarize  data  maintained  and  repackage  it  for  interested 
parties  in  the  Defense  community.  We  found  that  the  lACs  also 
performed  special  studies  for  the  DoD  Components.  The  Military 
Departments,  DoD  Components,  DoD  contractors,  and  other 
Government  agencies  may  obtain  services  from  the  lACs  by  issuing 
contract  actions  through  DLA.  While  it  is  the  responsibility  of 
the  originating  requestor  to  identify  and  report  the  contract 
action  as  CAAS,  the  DLA  contracting  officer  responsible  for  the 
lACs  also  reviews  each  action  for  CAAS  applicability.  Examples 
of  special  studies  that  should  have  been  reported  as  CAAS  follow. 
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o  Under  modification  P00232,  contract  DLA900-86-C-0395,  DLA 
tasked  Booz,  Allen,  and  Hamilton,  Inc.,  which  operates  the 
Survivability/Vulnerability  Information  Analysis  Center,  to 
provide  technical,  programmatic,  and  test  planning  support,  by 
conducting  meetings  with  selected  vehicle  manufacturers  and 
performing  effectiveness  analyses  of  armored  combat  vehicles 
against  third-world  missiles.  The  contract  specified  that  Booz, 
Allen,  and  Hamilton  would  provide  briefings  on  the  effectiveness 
of  individual  items,  and  on  the  analyses  performed.  The  value  of 
this  contract  effort  was  $200,000. 

o  Under  modification  P00098,  contract  DLA900— 86— C— 0022,  DLA 
tasked  the  IIT  Research  Institute,  which  operates  the  Guidance 
and  Control  Information  Analysis  Center,  to  provide  modeling  and 
analysis  support  for  the  Imaging  Infrared  Terminally  Guided 
Submunition  effort,  including  developing  testing  criteria  and 
identifying  baseline  design,  performing  simulations,  and  creating 
data  base  libraries  based  on  test  results.  Deliverables  were 
quarterly  cost  and  performance  reports,  technical  reports 
documenting  conclusions  and  recommendations,  and  a  user's  manual 
and  software  for  the  simulation  model.  The  cost  of  this  effort 
was  $394,500. 

These  taskings  were  not  identified  and  reported  as  CAAS  by  the 
originating  Military  Department  or  DoD  Component.  Further,  in 
December  1987,  DTIC  issued  a  memorandum  stating  that  contracts 
issued  for  work  performed  by  the  lACs  should  not  be  reported  as 
CAAS.  Headquarters,  DLA  (Policy  and  Plans)  made  a  determination 
that  the  work  performed  by  the  lACs  was  "basic  research,"  which 
could  be  excluded  from  CAAS  requirements  according  to  the  DoD 
Directive  4205.2.  We  discussed  the  exclusion  of  the  lAC  with  DLA 
Plans  and  Policy  officials,  who  stated  that  the  memorandum  was 
intended  to  refer  to  the  operation  of  the  repositories  and  not 
the  special  studies.  However,  this  distinction  was  not  made 
clear  in  the  language  of  the  memorandum. 

We  also  discussed  the  exclusion  of  lACs  with  the  contracting 
officer  at  the  Defense  Electronics  Supply  Center  in  Dayton,  Ohio, 
who  is  responsible  for  11  lACs.  The  contracting  officer 
interpreted  the  memorandum  to  mean  that  special  studies  as  well 
as  basic  lAC  operations  should  be  excluded. 

We  believe  that  the  special  studies  performed  by  lACs  should  be 
identified  and  reported  as  CAAS  by  the  originating  Military 
Department  or  DoD  Component.  The  lACs  are  being  used  to  perform 
functions  similar  to  an  PPRDC.  Office  of  Federal  Procurement 
Policy,  Policy  Letter  84-1  states  that  FFRDCs  "perform,  analyze, 
integrate,  support,  and  manage  basic  research,  applied  research, 
and  development  under  direct  request  of  the  Government  through 
activities  operated  and  managed  by  nonprofit  organizations." 
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CAAS  Determination  Based  on  Original  Statement  of  Work 


In  March  1988,  the  DMSA  issued  contract  DAHC94-88-D-0005  to 
Science  Applications  International,  Inc.  (SAIC),  in  the  amount  of 
$1.01  billion  for  systems  and  software  design  to  develop  a 
centralized,  nationwide  health  care  management  information  system 
for  all  military  medical  treatment  facilities.  The  contract  was 
a  fixed-price  requirements  contract  for  services,  material,  and 
construction  that  covered  one  base  year  and  seven  option  years. 
The  contract  provided  that  DMSA  would  issue  delivery  orders  for 
individual  requirements.  DMSA  considers  the  individual  delivery 
orders  to  be  integral  to  the  accomplishment  of  the  overall 
system,  not  separable  requirements.  DMSA  determined  that  the 
total  contract  was  not  CAAS,  and  that  any  subsequent  delivery 
orders  issued  throughout  the  life  of  the  contract  would  not  be 
identified  and  reported  as  CAAS.  The  contract  is  administered 
similar  to  a  task  order  contract. 

We  reviewed  eight  delivery  orders  totaling  $13.2  million  issued 
under  the  DMSA  contract  for  contract  services.  For  example; 

o  Delivery  Order  55-00,  for  $6.3  million,  required  SAIC  to 
provide  the  personnel  and  services  necessary  to  provide 
system-wide  functions  in  support  of  the  overall  Composite  Health 
Care  System  program,  including  program  management,  quality 
assurance,  subcontracting  and  purchasing,  and  other  tasks  as 
defined  in  the  statement  of  work. 

o  Delivery  Order  50-00,  for  $2.1  million,  required  SAIC  to 
perform  system  management  and  maintenance,  troubleshooting, 
analysis  of  site  systems  problems,  assistance  in  software  tool 
development,  training  and  testing  of  teams  in  the  effective  use 
of  resources,  and  assistance  in  solving  hospital  site  problems. 

We  agreed  with  the  assertion  of  DMSA  officials  that  the  services 
on  the  delivery  orders  reviewed  were  not  CAAS  because  they  were 
directly  related  to  development  of  the  health  care  system. 

Task  order  contracts  are  commonly  used  by  DoD  Components. 
However,  criteria  for  use  of  task  order  contracts  as  a 
procurement  vehicle  are  not  included  in  the  FAR  or  Defense 
Federal  Acquisition  Regulation  Supplement  (DFARS).  DoD  Directive 
4205.2,  paragraph  F.2.e.,  requires  that  all  CAAS  be  procured 
only  through  contracts  dedicated  solely  to  C/AAS  purposes.  It 
further  provides  that  where  CAAS  is  procured  in  a  predominantly 
non-CAAS  contract,  the  CAAS  portion  shall  be  separately 
identified,  separately  priced,  and  assigned  a  separate  contact 
line  item  number.  While  DoD  Directive  4205.2  defines  the 
application  of  CAAS  requirements  to  task  order-type  contracts, 
the  application  to  ADP  systems  contracts,  such  as  DMSAs,  is 
unclear.  Therefore,  we  believe  that  the  application  of  CAAS 
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requirements  to  task  order-type  contracts,  particularly  for  ADP- 
related  efforts,  should  be  clarified. 

Consistency  of  CAAS  Implementing  Instructions 

DLA,  DISA,  and  DNA  regulations  implement  the  current  DoD 
Directive  4205.2,  whereas,  the  Joint  Staff  and  DMSA  use  OSD 
Administrative  instruction  No.  54,  "Contracted  Advisory  and 
Assistance  Services,"  July  7,  1986,  which  does  not  include 

"Engineering  and  Technical  Services,"  as  a  category  for  reporting 
CAAS.  Both  the  Joint  Staff  and  DMSA  identified  expenditures  in 
this  category  in  their  respective  PY  1990  PB-27  Budget 

Exhibits.  Although  we  did  not  find  any  instances  where  the 
omission  of  this  category  of  CAAS  resulted  in  contracts  not  being 
reported  as  CAAS  in  the  two  DoD  Components,  a  change  should  be 
issued  to  Instruction  No.  54  to  incorporate  the  engineering  and 
technical  services  category  of  CAAS  to  ensure  consistency  of 
implementing  guidances  provided  to  DoD  Components.  Also,  other 
elements  of  the  OSD  Staff,  such  as  the  Director,  Defense  Research 
and  Engineering,  are  contracting  for  efforts  that  may  be  in  the 
engineering  and  technical  services  category. 

Accuracy  of  Figures  Reported  in  PB-27  Budget  Exhibit 

DoD  Directive  4205.2  requires  that  each  DoD  Component  prepare  an 
annual  CAAS  plan  that  is  reconcilable  to  data  submitted  for  the 
annual  CAAS  budget  exhibit,  and  constitutes  the  backup  and 
explanatory  detail  for  that  budget  exhibit.  Four  of  the  five  DoD 
Components  had  a  CAAS  plan  and  support  for  both  actual  and 
projected  figures  reported  in  the  FY  1990  PB-27  Budget  Exhibit. 
DLA  was  able  to  provide  documentation  for  actual  expenditures, 
but  was  unable  to  support  2  years  of  projected  figures  included 
in  the  PB-27  Budget  Exhibit . 

Extent  of  CAAS-related  Training 


Contracting,  comptroller,  or  management  officials  at  the  five  DoD 
Components,  responsible  for  CAAS  identification  and  reporting, 
received  little  formal  training,  other  than  on-the-job.  The 
budget  officer  at  DMSA  received  limited  training  during  budget 
seminars  and  a  lecture  conducted  by  the  DoD  CAAS  Director.  Also, 
DNA  includes  a  segment  on  CAAS  requirements  during  training  of 
contract  and  management  officials  in  a  course  conducted  by  the 
Acquisition  Management  Office.  Office  of  the  Inspector  General, 
DoD,  Report  No.  91-041  recommended  that  the  Secretaries  of  the 
Military  Departments  require  that  training  on  the  identification 
and  reporting  of  CAAS  be  provided  to  the  comptroller,  and  to  the 
contracting  and  management  personnel.  Similar  efforts  should  be 
considered  by  the  DoD  Components  reviewed  that  did  not  make  CAAS- 
related  training  available  at  the  time  of  this  audit. 
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Spending  Authorities 

DoD  allocated  a  spending  authority  to  each  DoD  Component  based  on 
the  $1.5  billion  DoD-wide  statutory  ceiling  imposed  by  Congress 
for  FY  1990  CAAS  expenditures.  If  the  contracts  we  identified  as 
CAAS  are  added  to  the  $19.2  million  in  CAAS  expenditures  reported 
for  PY  1990,  two  of  the  five  DoD  Components  reviewed  exceeded 
their  spending  authorities  by  $10.2  million.  Appendix  E  provides 
a  comparison  of  the  CAAS  expenditures  to  the  FY  1990  spending 
authority. 

DoD  reported  total  CAAS  for  PY  1990  in  the  amount  of 
$1.22  billion.  This  audit  did  not  determine  that  DoD  exceeded 
the  $1.5  billion  statutory  limitation  for  FY  1990.  However, 
the  results  of  this  audit  indicated  that  significant  amounts 
of  CAAS  were  not  identified  and  reported,  and  that  the  actual 
PY  1990  CAAS  spending  is  much  higher.  In  addition,  DoD  IG  Report 
No.  91-041  estimated  that  DoD  Components  underreported  between 
$4.0  to  $9.0  billion  of  CAAS  procurements  for  PY  1987. 
Therefore,  the  likelihood  that  actual  CAAS  figures  reported  to 
DoD  and  Congress  for  CAAS  are  greatly  understated  is  very  high. 

Concerns  about  Congressional  Budget  Cuts  of  CARS 

Officials  we  interviewed  stated  that  they  were  concerned  that  the 
Congress  might  make  across-the-board  CAAS  budget  cuts  based  on 
figures  reported  in  the  PB-27  Budget  Exhibit.  The  Congress  has 
expressed  concern  about  how  much  DoD  is  spending  on  CAAS.  This 
concern  has  been  manifested  in  the  form  of  budget  reductions  and 
stems  from  congressional  perceptions  that  DoD  has  grown  too 
dependent  on  consultants  to  perform  work  that  is  more 
appropriately  performed  by  DoD.  While  we  believe  that  the 
five  DoD  Components  are  making  efforts  to  comply  with  CAAS 
requirements,  DoD  Component  officials  responsible  for  making  CAAS 
determinations  cited  the  inclination  to  identify  contracts  as 
non-CAAS  when  there  is  doubt  about  whether  CAAS  requirements 
should  apply.  These  officials  believe  that  by  reporting  fewer 
CAAS  expenditures,  the  DoD  Component  is  subjected,  to  smaller 
budget  cuts.  We  believe  that  this  negative  incentive  to  report 
CAAS  is  another  factor  contributing  to  the  underreporting  of 
CAAS. 

On-going  Actions  to  Improve  CAAS  Management  and  Reporting 

CAAS  has  been  designated  an  area  for  management  improvement  in 
the  Defense  Management  Review.  CAAS  is  also  receiving  additional 
attention  because  0MB  designated  it  as  one  of  the  five  highest 
risk  areas  in  DoD.  In  response,  DoD  has  developed  an  action  plan 
to  strengthen  the  management  and  reporting  of  CAAS.  This  action 
plan  will  focus  on  the  corrective  actions  to  six  major  problem 
areas  that  concern; 
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o  the  inconsistent  policies  and  procedures  between  primary 
publications  for  acquiring  CAAS;  that  iSr  0MB  Circular  A— 120/ 
DoD  Directive  4205.2/  the  FAR  and  DEARS; 

o  the  unclear  definition  and  inconsistent  interpretation  of 
what  is  CAAS; 

o  the  inconsistent  reporting  and  accounting  procedures/ 
systems  for  providing  reliable  data  for  projected/obligated 
funding  for  CAAS; 

o  the  inconsistent  applications  of  policies  for  determining 
when  CAAS  is  an  appropriate  resource  to  meet  mission 
requirements; 

o  the  inconsistent  execution  of  procurement  policies  and 
procedures;  and 

o  the  absence  of  a  comprehensive  education  and  training 
program  for  managing,  acquiring,  and  using  CAAS  resources. 

The  planned  actions  that  are  identified  in  this  plan  include; 

o  implementing  a  revised  DoD  Directive  4205.2  and  working 
with  0MB  to  revise  0MB  Circular  A-120; 

o  revising  the  DoD  definition  of  CAAS  so  that  it  is 
consistently  interpreted,  easy  to  use,  and  consistent  with  0MB 
Circular  A-120; 

o  implementing  consistent  procedures  for  reporting  CAAS 
requirements ; 

o  reviewing  current  policies  and  procedures  for  determining 
when  contracting  out  is  appropriate; 

o  issuing  a  policy  memorandum  on  procurement  of  CAAS;  and 

o  developing  a  pamphlet  on  CAAS  acquisition  and  use. 

Many  of  these  actions  were  to  be  completed  by  September  30,  1991, 
by  an  Action  Team  headed  by  the  DoD  CAAS  Director  and  comprised 
of  representatives  of  various  OSD  staff  elements. 

Conclusion 

The  amounts  of  CAAS  reported  to  DoD  and  Congress  were  understated 
due  to  unclear,  conflicting  and  inadequate  guidance;  inadequate 
training  of  personnel  involved  in  the  CAAS  process;  weaknesses  in 
CAAS  oversight;  and  fear  of  budget  cuts.  As  a  result,  OSD  and 
the  congress  received  data  for  FYs  1989  and  1990  that  were  not 
reliable  for  oversight  and  policy-making  purposes.  DoD  has 
developed  an  action  plan  to  strengthen  the  management  and 
reporting  of  CAAS. 
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RECOMMENDATIONS f  MANAGEMENT  COMMENTS/  AMD  AUDIT  RESPONSE 

1.  We  recommend  that  the  Under  Secretary  of  Defense  for 
Acquisition  clarify  the  contracted  advisory  and  assistance 
services  definition,  to  include  the  applicability  of  its 
requirements  to  automate  data  processing  services,  services 
provided  by  the  Information  Analysis  Centers,  and  individual  task 
orders  under  contracts. 

Under  Secretary  of  Defense  for  Acquisition  comments.  The 
Director,  Acquisition  Policy  and  Program  integration  (AP&PI) 
concurred  with  the  recommendation,  and  stated  that  the  revision 
to  DoD  Directive  4205.2,  "Contracted  Advisory  and  Assistance 
Services,"  clarifies  the  application  of  CAAS  to  ADP-related 
services.  The  revised  Directive  will  state  that  CAAS  includes 
all  ADP  services  except  those  controlled  in  accordance  with  the 
Federal  Information  Management  Resources  Regulation  and  reported 
in  Budget  Exhibit  43a,  "Report  on  Information  Technology 
Systems."  The  Director  also  stated  that  the  "Guide  for  Obtaining 
CAAS,"  now  in  development,  will  include  guidance  pertaining  to 
Information  Analysis  Centers;  and  the  revised  CAAS  directive,  due 
to  be  finalized  in  October  1991,  will  clarify  that  task  orders 
should  be  considered  separate  contract  actions  for  CAAS 
identification  and  reporting  purposes. 

2.  We  recommend  that  the  Director  for  Administration  and 
Management  revise  the  Office  of  the  Secretary  of  Defense 
Administrative  Instruction  No.  54  to  include  the  engineering  and 
technical  services  category  of  contracted  advisory  and  assistance 
services . 

Under  Secretary  of  Defense  for  Acquisition  comments.  The 
Director,  AP&PI  stated  that  Administrative  Instruction  54  will  be 
revised  to  include  the  engineering  and  technical  services 
category.  The  target  date  for  issuance  of  the  revision  is  about 
January  1992. 

3.  We  recommend  that  the  Director,  Defense  Logistics  Agency 
establish  internal  controls  to  verify  that  projected  figures 
reported  in  the  PB-27  Budget  Exhibit  are  accurate  and 
supportable. 

Deputy  Comptroller,  Defense  Logistics  Agency  comments.  The 
Deputy  Comptroller  nonconcurred  with  the  recommendation  stating 
that  although  figures  reported  in  the  second  year  of  the  2-year 
budget  submission  were  derived  from  historical  CAAS  usage,  and  a 
data  call  was  not  made,  this  method  was  a  one-time  aberration  and 
v;iii  not  be  repeated  because  the  revised  DLA  Regulation  5010.3, 
dated  July  18,  1991,  includes  monitor  and  verification  procedures 
to  ensure  that  CAAS  projects  in  the  data  call  are  accurate  and 
supportable. 
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Audit  response.  We  maintain  that  while  DLA  may  have  had  an 
internal  control  mechanism  that  required  an  annual  data  call 
for  CAAS  Budget  Exhibit  PB-27,  no  data  call  was  made  and  no 
documentation  exists  to  support  the  FY  1990  PB-27  Budget 
Exhibit.  However,  revisions  included  in  Defense  Logistic 
Agency  Regulation  (DLAR)  5010.3  that  require  the  Assistant 
Director,  Office  of  Policy  and  Plans  (DLA-L)  to  issue  a  data 
call  in  June  each  year,  and  submit  the  requirements  to  the 
Director,  DLA,  for  approval,  are  consistent  with  the  intent 
of  our  recommendation.  We  consider  the  revisions  to  be 
responsive,  and  no  further  comments  are  necessary. 

4.  We  recommend  that  the  Assistant  Secretary  of  Defense  (Health 
Affairs);  the  Director,  Defense  Information  Systems  Agency;  the 
Director,  Defense  Logistics  Agency;  and  the  Director,  Joint 
Staff,  require  that  training  on  the  identification  and  reporting 
of  contracted  and  advisory  and  assistance  services  be  provided  to 
comptroller,  contracting,  and  management  personnel. 

Assistant  Secretary  of  Defense  (Health  Affairs)  comments. 
The  Assistant  Secretary  concurred  with  the  recommendation  and 
stated  that,  as  part  of  its  Internal  Management  Control  Program, 
the  DMSA  will  obtain  and  provide  CAAS  training  to  the 
comptroller,  contracting  officials,  and  appropriate  management 
personnel  during  the  first  quarter  of  FY  1992. 

Director,  Defense  Information  Systems  Agency  comments.  The 
Comptroller  partially  concurred  with  the  recommendation,  stating 
that  once  a  clear  definition  of  CAAS  is  developed,  training  will 
be  established  within  90  days  to  ensure  that  Comptroller, 
contracting  and  management  personnel  understand  the  definition  of 
CAAS. 


Deputy  Comptroller,  Defense  Logistics  Agency  comments.  The 
Deputy  Con^troller  partially  concurred  with  the  recommendation, 
and  stated  that  while  CAAS  training  is  needed,  it  is  not 
appropriate  for  DLA  to  initiate  the  action.  Under  Defense 
Management  Review  Decision  905,  the  OSD  Director  for  CAAS  has 
been  assigned  the  responsibility  to  promulgate  strengthened  DoD- 
wide  CAAS  policies  and  procedures,  including  a  plan  for  uniform 
and  comprehensive  guidance/training. 

Director,  Joint  Staff  comments.  The  Deputy  Director  for 
Technical  Operations,  J-8,  partially  concurred  that  training  on 
CAAS  procedures  and  definitions  would  be  useful,  but  stated  that 
training  should  be  conditional  on  revised  CAAS  definitions  and 
procedures.  The  Director  also  suggested  that  more  consistent 
management  standards  and  practices  could  be  better  ensured  if 
training  were  implemented  at  the  DoD— wide  level  rather  than 
within  each  separate  agency. 
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Audit  response.  Based  on  the  ongoing  efforts  to  improve  CAAS 
policies  and  procedures,  including  the  establishment  of 
training,  and  the  Defense  Management  Review  Decision  905,  we 
consider  the  comments  of  the  Director,  Defense  Information 
Systems  Agency;  the  Deputy  Comptroller,  Defense  Logistics 
Agency;  and  the  Director,  Joint  Staff,  to  be  responsive. 
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APPENDIX  A;  PRIOR  AUDITS  AND  INSPECTIONS  OF  CAAS  SINCE  1986 


Agency 

Report  No. 

Date 

Title 

HAS  y 

A40045L 

Oct.  7,  1985 

Contract  Administration, 
Procurement,  Program  and 

Budget,  Information  Technology, 
Property,  Internal  Control 
Program,  and  Other  Selected 
Functions  at  the  Navy 

Management  Systems  Support 
Office,  Norfolk,  VA 

GAO  y 

HSIAD  86-5 

Mov.  22,  1985 

Actions  to  Gain  Management 
Control  Over  DoD*s  Contract 
Support  Services 

OAIG-AUD  1/ 

86-093 

May  23,  1986 

Report  on  the  Audit  of 

Consulting  Service  Contracts 
as  of  March  31,  1985 

AFAA  y 

6066415 

Nov.  12,  1986 

Followup  Audit — Service 
Engineering  Contracts  at  the 

Air  Logistics  Centers 

OAIG-AUD 

87-127 

Apr.  17,  1987 

Report  on  the  Audit  of  the 
Status  of  Consulting  Services 

OAIG-AUD 

88-146 

May  21,  1987 

Report  on  the  Audit  of 
the  Hazardous  Material 

Technical  Center 

OAIG-AUD 

88-184 

July  22,  1988 

Report  on  the  Status  of 
Consulting  Services 

OAIG-INS  y 

88-02 

1989 

March  24,  1988 

Inspection  of  Strategic  Defense 
Initiative  Organization 

AAA  y 

HQ  89-1 

April  28,  1989 

Contracted  Advisory  and 
Assistance  Services,  Study 
Program  Management  Agency 

GAO 

GAO/ 

NSIAD-89- 

221 

September  13, 
1990 

DoD  REVOLVING  DOOR:  Processes 
Have  Improved  But  Post“DoD 
Employment  Reporting  Still  Low. 

See  footnotes  at  end  of  table. 
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APPENDIX  A:  PRIOR  ADDITS  AND  INSPECTIONS  OF  CAAS  SINCE  1986 


(Continued) 

Agency 

Report  No. 

Date 

Title 

GAO 

GAO/ 

NSIAD-90- 

103 

February  27, 
1990 

DoD  REVOLVING  DOOR:  Few  Are 
Restricted  From  Post-DoD 
Employment  and  Reporting  Has 
Some  Gaps 

GAO 

GAO/ 

NSIAD-90- 

119 

August  20, 

1990 

Consulting  Services;  Role  and 
Use  in  Acquiring  Three  Weapon 
Systems 

OAIG-AUD 

91-041 

February  1, 
1991 

Contracted  Advisory  and 
Assistance  Services  Contracts 

\l  Naval  Audit  Service 
2/  General  Accounting  Office 

3/  Office  of  the  Assistant  Inspector  General  for  Auditing 
4/  Air  Force  Audit  Agency 

5/  Office  of  the  Assistant  Inspector  General  for  Inspections 
6/  Army  Audit  Agency 
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other  MUHary  Departments  or  DoD  Componen- 
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APPENDIX  C;  ANALYSIS  OF  ONREPORTED  CAftS  ACTIONS  FOR  FY  1989  AND 

______  ____  — - 


Agency 

Total  of  Onreported 

CAAS  Identified 
in  Review 

Number  of  Actions 
not  Properly 
Identified  As  CAAS 

(in 

1989 

thousands) 

1990 

1989 

1990 

DISA 

$16,378 

$12,032 

6 

8 

DLA 

45 

270 

2 

1 

DNA 

1,182 

1,029 

7 

6 

DMSA 

1,371 

1,832 

3 

5 

Joint  Staff 

1,377 

4,073 

_2 

TOTAL 

$20,353 

$19,236 

20 
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APPENDIX  D;  LIST  OF  CONTRACT  ACTIONS  DETERMINED  TO  BE  CAAS 


Defense  Information  Systems  Agency  (FY  1989) 


Contract /Modification 


Number 

Amount 

Contractor 

DCA100-87-C-0032  (POOOll) 

$  2,950,399 

Data  Systems  Analysts,  Inc. 

DCA100-87-C-0155  (P00009) 

1,033,485 

GTE  Governmental  Systems  Corp 

DCA100-87-C-0101  (P00004) 

110,725 

C-Cubed  Corp. 

DCA100-87-C-0101  (P00006) 

74,683 

C-Cubed  Corp. 

DCA100-86-C-0067  (POOOlO) 

7,822,884 

Honeywell  Federal  Systems 

DCAHO0-88-C-003A 

4,385,396 

Unisys  Corp. 

FY  1989  Subtotal 

$16,377,572 

Defense 

Information  Systems  Agency  (FY  1990) 

Contract/Modification 

Number 

Amount 

Contractor 

DCA100-90-C-0083  (PZOOOl) 

$  127,348 

Information  Management 
Consultants,  Inc. 

DCA100-90-C-0030 

680,482 

sprint  International 
Communications  Corp. 

DCA100-89-C-0066  (POOOll) 

174,304 

Government  Systems  Corp. 

DCA100-89-C-0041 

996,117 

Computer  Science  Corp. 

DCA100-86-C-0111  (P00026) 

200,000 

Booz,  Allen  &  Hamilton 

DCA100-90-C-0134 

168,435 

SAIC 

DCAH00-90-C-0057  (P00003) 

8,548,737 

Electrospace  Systems  Inc. 

DCAH00-86-C-0112 

1,136,355 

Electrospace  Systems  Inc. 

FY  1990  Subtotal 

$12,031,778 

Total  for  FYs  1989  and  1990  $28,409,350 
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APPRWniX  D;  LIST  OF  CONTRACT  ACTIONS  DETERMINED  TO  BE  CAAS 
(Continued) 


Defense  Logistics  Agency  (FY  1989) 


Contract/Modification 

Number 

Amount 

Contractor 

DLAH00-88-D-0004 

$ 

(66,883) 

Wilson 

Hill 

Associates 

(POOOOl  D.O.  0003) 

DLAHOO- 8 8 -D-0 0 0 4 

111,594 

Wilson 

Hill 

Associates 

FY  1989  Subtotal 

$ 

44,711 

Defense  Logistics  Agency  (FY  1990) 

Contract/Modification 
_ Number _ 

DLAH00-89-D-0010 
P00005  D.O.  0006) 

py  1990  Subtotal 

Total  for  FYs  1989  and  1990  $314,711 


Amount  Contractor 

$270,000  Network  Solutions  Inc. 


$270r000 
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APPENDIX  D;  LIST  OF  CONTRACT  ACTIONS  DETERMINED  TO  BE  CAAS 
(Continued) 


Contract  Actions  Originated  by  Other  DoD  Components  for  CAAS 
Effort  at  Defense  Logistics  Agency-Sponsored  Information 
Analysis  Centers  (FY  1989) 


Contract/Modification 


Number 

Amount 

Contractor  y 

DLA900-86-C-0022 

(P00088) 

163,722 

IIT  Research  Institute 

DLA900-83-C-1744 

(P00166) 

114,047 

Battelle  Memorial  Institute 

DLA900-84-C-0910 

(P00108) 

50,000 

Southwest  Research  Institute 

DLA900-86-C-2045 

(P00095) 

60,000 

Battelle  Memorial  Institute 

DLA900-85-C-4100 

(P00028) 

136,525 

Kamen  Tempo,  Inc. 

DLA900-86-C-0022 

{P00098) 

394,500 

IIT  Research  Institute 

DLA900-86-C-2045 

(P00117) 

462,200 

Battelle  Memorial  Institute 

DLA900-85-C-0395 

(P00200) 

58,000 

Booz,  Allen  &  Hamilton 

DLA900-85-C-0395 

(P00165) 

92,960 

Booz,  Allen  &  Hamilton 

DLA900-86-C-0022 

(P00086) 

330,000 

IIT  Research  Institute 

DLA900-85-C-0395 

(P00176) 

50,000 

Booz,  Allen  &  Hamilton 

DLA900-85-C-0395 

(P00190) 

210,000 

Booz,  Allen  &  Hamilton 

DLA900-84-0910 

(P00120) 

80,000 

Southwest  Research  Institute 

FY  1989  Subtotal 

$2,201,954 

See  footnotes  on  last  page. 
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APPENDIX  D;  LIST  OF  CONTRACT  ACTIONS  DETERMINED  TO  BE  CAAS 
(Continued) 


Contract  Actions  Originated  by  Other  DoD  Components  for  CAAS 
Effort  at  Defense  Logistics  Agency-Sponsored  Information 
Analysis  Centers  (FY  1990) 


Contract/Modification 

Number 

Amount 

Contractor  — / 

DLA900-86-C-0022 

(POOllS) 

186,200 

IIT  Research  Institute 

DLA900-83-C-1744 

(P00184) 

34,400 

Battelle  Memorial  Institute 

DLA900-86-C-2045 

(P00121) 

95,000 

Battelle  Memorial  Institute 

DLA900-85-C-0395 

(P00221) 

98,000 

Booz,  Allen  &  Hamilton 

DLA900-86-C-2045 

(P00133) 

98,737 

Battelle  Memorial  Institute 

DLA900-85-C-0395 

{P00217) 

524,936 

Booz,  Allen  &  Hamilton 

DLA900-86-C-0022 

(P00137) 

225,000 

IIT  Research  Institute 

DLA900-85-C-4100 

{P00033) 

175,000 

Kamen  Tempo,  Inc. 

DLA900-85-C-0395 

(P00227) 

180,978 

Booz,  Allen  &  Hamilton 

DLA900-85-C-0395 

(P00213) 

625,000 

Booz,  Allen  &  Hamilton 

DLA900-86-C-2045 

(P00169) 

93,647 

Battelle  Memorial  Institute 

DLA900-86-C-2045 

(P00149) 

129,000 

Battelle  Memorial  Institute 

DLA900-86-C-0022 

(P00126) 

50,000 

IIT  Research  Institute 

DLA900-85-C-0395 

(P00238) 

99,000 

Booz,  Allen  &  Hamilton 
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APPENDIX  D;  LIST  OF  CONTRACT  ACTIONS  DETERMINED  TO  BE  CAAS 
(Continued) 


Contract  Actions  Originated  by  Other  DoD  Components  for  CAAS 
Effort  at  Defense  Logistics  Agency-Sponsored  Information 
Analysis  Centers  (FY  1990) 


Contract/Modification 

Number 

Amount 

Contractor  i/ 

DLA900-83-C-1744 

100,000 

Battelle  Memorial  Institute 

(P00176) 

DLA900-85-C-0395 

(P00215) 

37,817 

Booz, 

Allen  &  Hamilton 

DLA900-85-C-0395 

(P00232) 

200,000 

Booz, 

Allen  &  Hamilton 

py  1990  Subtotal 

$2,952,715 

Total  for  PYs  1989  and  1990  $5,154,669 
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APPENDIX  D;  LIST  OF  CONTRACT  ACTIONS  DETERMINED  TO  BE  CAAS 
(Continued) 


Defense  Nuclear  Agency  (PY  1989) 

Contract/Modification 

Number 

Amount 

Contractor 

DNA-001-89-C-0171 

200,000 

SRI  International 

DNA-001-88-C-0245 

91,000 

Molzen-Corbin  &  Associates 

DNA-001-84-C-0027 

62,000 

Tech  Reps  Inc. 

DNA-001-89-C-0013 

100,000 

SAIC 

DNA-001-88-C-0056 

(P0007) 

100,000 

BDM  Corp. 

IACRO-89-857 

240,000 

Jet  Propulsion  Lab 

DNA-001-87-C-0103 

389,000 

Jaycor 

py  1989  Subtotal 

$1,182,000 

Defense  Nuclear  Agency  (FY  1990) 


Contract/Modification 

Number 

Amount 

Contractor 

HD1102-0-J45I05 

$100,000 

Sandia  National  Labs 
through  Department  of 
Energy  (DOE) 

HD1102-0-J24A03 

95,000 

Sandia  National  Labs 
through  DOE 

DNA-001-88-C-0198 

513,000 

SAIC 

DNA-001-90-C-0107 

49,943 

K-tech  Corp. 

DNA-001-90-C-0164 

140,000 

ARES  Corp. 

DNA-001-88-C-0121 

(P00002) 

131,500 

Sachs  Preeman  Associates 

py  1990  Subtotal 

$1,085,443 

Total  for  pys  1989 

and  1990 

$2,211,443 
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APPEMDIX  D;  LIST  OF  CONTRACT  ACTIONS  DETERMIMED  TO  BE  CAAS 
(Continued) 

Joint  Staff  (FY  1989) 

Contract/Modification 

_ Number _  Amount  Contractor 

MDA903-89-C-0272  $1,293,451  Logicon,  Inc. 

(POOOOl) 

MDA903-85-D-0150  83,503  Wang  Labs 


FY  1989  Subtotal 

$1,376 

,954 

Joint  Staff  (FY 

1990) 

Contract/Modification 

Number 

Amount 

Contractor 

2/ 

DJAM-0-0086 

$  207,000 

Argonne 

National 

Labs 

DJAM-0-0085 

75,000 

Argonne 

National 

Labs 

DJAM-0-0071 

134,000 

Argonne 

National 

Labs 

DJAM-0-0054 

100,000 

Argonne 

National 

Labs 

DJAM-0-0050 

32,000 

Argonne 

National 

Labs 

DJAM-0-0049 

230,000 

Argonne 

National 

Labs 

DJAM-0-0042 

109,000 

Argonne 

National 

Labs 

DJAM-0-0023 

1,800,000 

Argonne 

National 

Labs 

DJAM-0-0023  (A-1) 

50,000 

Argonne 

National 

Labs 

DJAM-0-0023  (A-2) 

462,000 

Argonne 

National 

Labs 
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APPENDIX  D; 
(Continued) 


Contract/Modification 

Number 

Amount 

Contractor 

DJAM-0-0023  (A-3) 

85,238 

Argonne  National  Labs 

2/ 

DJAM-0-0037 

79,000 

MIPR  to  Defense 
Communications  Agency 

3/ 

DJAM-0-0014 

485,000 

DISA 

DJ AM-0-0001 

1,000,000 

DISA 

DJAM-0-0001  (A-1) 

(500,000) 

DISA 

DJAM-0-0001  (A-3) 

(275,000) 

DISA 

FY  1990  Subtotal 

$4,073,238 

Total  for  FYs  1989  and  1990  $5,450,192 

1/  Work  performed  by  contractors  that  maintain  Information 
Analysis  Centers. 

y  Argonne  National  Labs  is  an  FPRDC,  but  the  dollars  identified 
were  not  reported  in  the  PB-27  Budget  Exhibit  as  either  CAAS  or 
FFRDC  expenditures. 

y  DISA  did  not  report  as  CAAS. 


LIST  OP  CONTRACT  ACTIONS  DETERMINED  TO  BE  CAAS 


Joint  Staff  (FY  1990] 
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APPENDIX  D;  LIST  OF  CONTRACT  ACTIOMS  DETERMINED  TO  BE  CAAS 
(Continued) 


Defense  Medical  Support  Activity  (FY  1989) 


Contract/Modification 

Number 

Amount 

Contractor 

MDA903-88-C-0071 

(P00003) 

$  100,000 

Birch  and  Davis  Associates, 

Inc. 

MDA903-83-C-0149 

(P00019) 

788,640 

Electronic  Data  Systems,  Inc. 

MDA903-87-C-0605 

(P00004) 

482,151 

Mitchell  Systems,  inc.,  through 
SBA 

PY  1989  Subtotal 

$1,370,791 

Defense 

Medical  Support  Activity  (PY  1990) 

Contract/Modification 

Number 

Amount 

Contractor 

MDA903-88-C-0068 

(P00005) 

$  499,993 

Mitre  Corp. 

MDA903-89-C-0023 

(P00004) 

823,787 

Irving  Burton  Associates 
through  SBA 

MDA903-89-C-0073 

(P00005) 

158,311 

Mitchell  Systems,  Inc., 
through  SBA 

MDA903-89-C-0042 

(P00003) 

349,877 

KAJAX  Engineering 

PY  1990  Subtotal 

$1,831,968 

Total  for  PY  1989  and  PY  1990  $3,202,759 


Annual  totals  for  the  five  DoD  Components 

o  PY  1989  $20,352,028  (excluding  lACs) 

$22,553,982  (including  lACs) 

o  PY  1990  $19,236,407  (excluding  lACs) 

$22,189,122  (including  lACs) 
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APPENDIX  E;  COMPARISON  OF  THE  POD  COMPONENT'S  CAAS  EXPENDITDRES  TO 
FY  1990  SPENDING  AOTHORITIES 


AGENCY 

CAAS 

EXPENDITURES 

IDENTIFIED 
BY  OIG 

TOTAL 

SPENDING 

AUTHORITY 

UNDER/ 

OVERSPENDING 

(dollars  in  thousands) 

DISA 

$  185 

$12,032 

$12,217 

$4,406 

$7^811  over 

DLA 

2,351 

270  y 

2,621 

9,592 

6,971  under 

DNA 

10,067  y 

1,029 

11,096 

11,443 

347  under 

DMS 

9,673 

1,832 

11,505 

11,559 

54  under 

JOINT  STAFF 

3,875 

4,073 

7,948 

5,537 

2,411  over 

$26,151 

$19,236 

$45,387 

$42,537 

$2,850 

Excludes 

$2.95  million 

identified  as  CAAS  which  was  contracted 

for  by  DLA 

using  funds  provided  from  other  DoD  Components. 
— ^  Excludes  FFRDCs 
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APPENDIX  F;  SCHEDOLE  OF  POTENTIAL  MONETARY  AND  OTHER  BENEFITS 
RESULTING  FROM  AUDIT 


Recommendation 

Reference 

Description  of  Benefit 

Amount  and 
Type  of  Benefit 

1. 

Internal  Control. 

Revise  DoD  Directive 

4205.2  to  improve 
reporting  and 
management  of  CAAS. 

Nonmonetary. 

Program  Results. 

Clarify  application 
of  CAAS  requirements  to 
Information  Analysis 
Centers. 

Nonmonetary. 

Program  Results. 

Clarify  application 
of  CAAS  requirements  to 
individual  task  orders. 

Nonmonetary. 

2. 

Program  Results. 

Ensure  consistency 
of  implementing 
guidances  among  DoD 
Components . 

Nonmonetary. 

3. 

Internal  Control. 

Require  DLA  to  report 
supportable  figures  in 
PB-27  Budget  Exhibit. 

Nonmonetary. 

4. 

Program  Results. 

Increase  knowledge  of 

CAAS  officials  through 
training. 

Nonmonetary. 
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APPENDIX  G:  ACTIVITIES  VISITED  OR  CONTACTED 


Office  of  the  Secretary  of  Defense 

Assistant  Secretary  of  Defense  (Health  Affairs)#  Washington#  DC 
Director#  DoD  Contracted  Advisory  and  Assistance  Services# 

Office  of  the  Under  Secretary  of  Defense  (Acquisition)# 
Washington,  DC 

Defense  Agencies 

Headquarters#  Defense  Information  Systems  Agency#  Arlington#  VA 
Headquarters#  Defense  Logistics  Agency#  Alexandria,  VA 
Defense  Electronics  Supply  Center#  Dayton#  OH 
Defense  Medical  Support  Activity#  Palls  Church#  VA 
Headquarters#  Defense  Nuclear  Agency#  Alexandria#  VA 

Defense  Nuclear  Agency#  Test  Directorate#  Kirtland  Air  Force 
Base#  Albuquerque#  NM 

Defense  Nuclear  Agency#  Field  Command#  Kirtland  Air  Force  Base# 
Albuquerque  #  NM 
Joint  Staff#  Washington#  DC 
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APPENDIX  H;  REPORT  DISTRIBUTION 


Office  of  the  Secretary  of  Defense 

Under  Secretary  of  Defense  for  Acquisition 
Assistant  Secretary  of  Defense  (Health  Affairs) 

Deputy  Assistant  Secretary  of  Defense  (Procurement) 

Director  for  Defense  Procurement 

Director,  Defense  Research  and  Engineering 

Director  of  Contracted  Advisory  and  Assistance  Services 

Other  Defense  Activities 

Director,  Defense  Information  Systems  Agency 
Director,  Defense  Logistics  Agency 
Director,  Defense  Nuclear  Agency 
Director,  Joint  Staff 

Non-DoD 


Office  of  Management  and  Budget 

O.S.  General  Accounting  Office,  NSIAD  Technical  information 
Center 

Congressional  Committees: 

Senate  Subcommittee  on  Defense,  Committee  on  Appropriations 
Senate  Committee  on  Armed  Services 

Senate  Ranking  Minority  Member,  Committee  on  Armed  Services 
Senate  Committee  on  Governmental  Affairs 

Senate  Subcommittee  on  Federal  Services,  Post  Office  and  Civil 
Service,  Committee  on  Governmental  Affairs 
House  Committee  on  Appropriations 

House  Subcommittee  on  Defense,  Committee  on  Appropriations 
House  Ranking  Minority  Member,  Committee  on  Appropriations 
House  Committee  on  Armed  Services 
House  Committee  on  Government  Operations 
House  Subcommittee  on  Legislation  and  National  Security, 
Committee  on  Government  Operations 
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PART  IV  -  MANAGEMENT  COMMENTS 


Director,  Acquisition  Policy  and  Program  Integration,  Office  of 
the  Under  Secretary  of  Defense 

Assistant  Secretary  of  Defense  (Health  Affairs) 

Defense  Information  Systems  Agency 

Defense  Logistics  Agency 

Defense  Nuclear  Agency 

The  Joint  Staff 


43 


This  page  was  left  out  of  original  document 


management  COMMENTS:  DIRECTOR,  ACOOISITION  POLICY  AND  PROGRAM 
TifTM^RATlOM.  OFFICE  OF  THE  ONDER  SECRETARY  OF  DEFENSE 


«e«UIBITlO« 

urtMt 


orricc  Of  tut  umoch  ucfttMvof  ocrcNSC 
wAtHiNATON  eeimi 


29  Aitfuat  1*91 


Final  Report 
Page  No. 


MD10RANDCMPOR  ISSPtCIOR  CENERAi,  DEPARTMENT  OF  DEFENSE 
SUBJECT:  Draft  Audit  Rcpon  on  CoAtultin{  Services  (Project  No.  lCH-0007) 


This  memorandum  responds  to  your  request  for  comments  on  subject  draft  repon. 

We  apee  that  if  undetieportiss  of  CAAS  did  occur  in  the  five  audited  components  tha 
it  was  due  ID  unclear  and  ccnflicnni  guidance  on  what  is  or  is  not  <!AAS.  However,  the  goal 
of  developiag  a  dear  and  easy  id  apply  definiiwn  may  not  be  feasible.  This  it  borne  out  by 
the  resulu  of  the  CAOfOfTice  of  Federal  Procurement  Policy  (OFPP;  test  to  identify  those 
areas  within  die  0MB  Circular  .No.  A-130.  *Gaidelines  for  the  Use  of  Advisory  and  Atsitunct 
Services,*’  definiiiOA  that  caused  inietprttuional  poblems.  The  test  showed  that  the 
definitioo  could  be  improved  but  there  were  ceitaia  inhefem  factors  causing  agency  ofTicials  to 
classify  work  sutemenu  dilfcrenily,  (for  example.  variatioM  of  experiencet  of  those 
lespoosibk  for  classificaiiaB.  the  leaEttk  possibility  thit  accurau  reporting  of  CAAS 
resources  could  result  in  funding  for  esremial  tuppon  being  reduced  without  qrectfic 
rationale,  and  poorly  written  performance  work  tuiemenu  from  which  to  make  a 
deitrminatioa).  Therefore,  it  became  appareM  that  Dying  to  develop  a  definition  of  advisory 
and  mtiftawv  services  that  could  be  used  nniformfy  and  consistently  probably  was  not  feasible 
or  praciicnble.  Rather,  a  growing  Dumber  of  0MB  scoicr  ofTicials  bavc  come  to  the 
co^Hsion  that  a  comprehensive  ipproacb  that  focuses  on  managing  and  controlling  the  use  of 
services  connacting  in  general  would  help  in  better  understanding  existing  rcquiremcaa  and 
costs.  The  DoD  agrees  with  this  conclusion  and  is  working  closely  with  OFPP  to  develop 
better  policies  and  procedures  for  the  manage  nicni,  scquisiiioe  and  use  of  contractor  support 

Meanwhile,  we  arc  responding  lo  your  su£i  recommendaboos. 

1  We  recommend  that  the  Under  Secretary  of  Defense  for 
Acquisiiioa  clarify  the  conoacicd  advisory  and  assistance  services  definitioo.  to  include  the 
ap^icabiliiy  efCAAS  ic4)uiremcras  to  automatic  dau  processing  services,  services  provided  by 
the  Informauou  Analysis  Ckaiera.  and  individual  task  orders  under  connactt. 

SigSM-  The  revision  id  DoD  Directivt  4205ZCMaacted  Advisory  and  Assistance 
Services  (CAAS).  contains  an  improved  and  easier  to  apply  dermibon  of  C^S.  It  clarifies 
i^licaiioo  die  diteclivc  to  suiomatic  dau  processing  services  by  including  all  AOP 
services  eaapi  those  that  are  controlled  in  recordance  with  tte  Federal  Information 

Resources  Regulation  (FIRMR.  41 CFR  201)  jotf  reported  in  Bodget  Eahibil  43a, 
*Rcpoit  ori  lafonnatioo  Technology  Systemt*  Services  provided  by  the  Inforatation  Analysis 
critters  (lAQ  could  be  considered  CAAS  if  die  special  snidtes.  analytical  or  technical  tasks 


45 


MANAGEMENT  COMMENTS:  DIRECTOR,  ACQOISITION  POLICY  AND  PROGRAM 
INTEGRATION,  OFFICE  OF  THE  DNPER  SECRETARY  OF  DEFENSE 
(Continued)  ~  ~ 


ihcv  wc  r^ucmH  le  do  mcci  dK  icviKd  CAAS  dcfinliiM  on  •  utk-by-uU  bam.  AddioonaJ 
gukUncc  pcfuininf  w  UC  or  UC-ttke  tevvUks  witt  bt  included  in  tfx  oo»-bein(  develop 
^idc  fv  ObuiiMi  CAAS.*  In  At  ntvised  CAAS  diiecdvc.  individual  task  oiden  are 
ipeci/ically  deruxd.ai  a  'conoaci  acbon.*  Within  the  wciioo  of  the  new  diitcavc  that 
disoiSKs  the  idenaheation  and  itponins  of  CAAS.  all  *conoKt  Kiiont'  win  be  evaluated 
Kpaniely  lodeicnnine  if  the  lervice  requited  mteu  (hr  CAAS  dcfiniiion.  The  revised  CAAS 
dirtf  live  and  the  Xiuide  for  Obtainini  CAAS*  are  capeettd  to  be  finaliaed  by  ^lober  1991 

Rtfominerubrl^  7^  We  iKommcnd  that  the  Director  for  Adminisiratioa  and 
MaMtemem  rtviit  the  Office  of  the  Secretary  of  Defense  Administrative  Intmictioo  No  Sa 
to  include  the  ea|ineeriot  and  technical  services  caie{ot>  of  contracted  advisory  and  assistance 
services 


Cenar  Adfflinisndve  Inssvciion  Na  SJ  wiD  be  revised  and  win  include  the 
en|ineerin(  and  technical  services  eaiejory  of  CAAS  The  tarfet  date  for  the  revised  AI  is  90 
days  after  the  DoOCAAS  Directive  is  in  effect  (about  October  1991).  Actual  prepanuon  of 
the  teviiion  win  be  done  by  the  OSD  Studies  Coordinator,  a  funebon  as$i|ned  so  the  Office 
of  the  Director.  Defense  Research  and  Eiifineetinf 
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'  lohn  D.  Chriaik 
Director.  Acquisibon  Policy 
and  Program  Inicgraiion 


MAHAGEMEOT  COKMZMTS:  ASSISTANT  SBCRETAHY  OP  DEPFENSg 
(HEALTH  Affairs) 


THC  ASSISTANT  SCCACTANV  OA  OCrCNSC 
•AtMNOtOM  ee  joMi  ijoe 


I 


noioiuuidw  ton  rnsncros  ccmexal,  ocrxA-niDrr  or  ocroisc 

SVBJtCT:  traft  Audit  Xuport  on  CoMUlting  Sorvico* 
(rrojoct  IN.  iai'0007) 


In  r«f*r*nc«  to  your  M»orAndu»  dotod.  Si  Jiin«  i*91,  ottocAod 
*r«  8o«iU  Affoiro  eoAMnt*  on  th«  subjoct  roport.  eocA  finding 
«nd  rocomMndotioi)  opplieoblo  to  tbo  Dofonoo  Modieol  Support 
Activity  (ERSA)  eontoinod  in  tho  report  is  oddrossod  in  tbo 
•tuehnonu.  Hboro  tbo  OHSA  concurs  vitb  «  rocoantAdocion 
findiJM,  corroctivt  oetions  tnbon  or  pionnod  oro  provided.  Where 
OKSA  neneoneur*.  specific  reesons  ore  provided.  OKSA  vill  be 
isitintino  bov  procedures  in  budgeting  for  nod  reporting  of 
consulting  services  once  the  Oepertaent  of  Defense  issues 
guidenes  is  sccordence  vitb  rocoasendetlons  nede  in  the  report. 


Oversli.  OltSA  found  the  inspection  to  be  useful  __ 
infometivo.  As  s  result  of  the  prelisinery  findings, 
msneeesent's  nttention  bus  boon  strengthened  in  nrens  where  valid 
Mods  were  evident.  DXfA  looks  forward  to  continued  assistance 
free  your  office  as  rafinesents  are  Bade  in  our  nanageseitt 
progran. 


Cnrigue  ffendes,  dr. 


N.e. 


1.  OKSA  to,  Ort/t  OoDfC 

Audit  Ii^rt  on  Consulting  Services 

2.  Coaneats  on  DoOlC  Draft  Audit  keport. 

APfOdnx  P 
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MANAGEMEWT  COMMEMTS;  ^SISTANT  SECRETARY  OP  DEFENSE 
(HRALTH  AFFAIRS)  (Continued) 


onSA  tcapofit*  t* 

Drift  DeOlC  Au4it  Rtport  on  Consultino  Sorvieot 


1  XUUt:  Xntoroal  Control  Wooknooa 

(lofor  to  Drift  loport  DMoft):  4,$> 

rtMiwa;  Of  tho  DoO  Componontt  rcvl«v««.  only  the  Joint 
Stiff  lomifioa  CAAS  roportlns  iopiritoly  for  ovaluition  of 
iatarnal  eontrola.  Tha  aoSit  did  not  idontify  any  natorial 
interna)  control  wciKnetscs  on  defined  by  Public  Law  yr-ias. 
Office  of  Panagement  and  Dudgot  Circular  A>1J3.  and  DoD 
Directive  S010.3S. 

fteuifilUf:  Concur.  This  office  agrees  that  CAAS  should  be 
neparately  identified  for  evaluation  of  related  internal 
controls.  The  list  of  Assessable  Units  <AU)  in  the  oaiSA 
Internal  Panagenent  Control  (INC)  Progran  is  being  amended  to 
include  CAAS  as  an  AO.  This  will  result  in  the  conduct  of 
periodic  Risk  Asscssaents  as  specified  ia  INC  policy 
directives,  la  vice  of  the  DoOtC  findings,  conduct  of  a  CAAS 
Risk  Assessnent  will  be  given  priority  over  other  planned 
risk  asscssaents. 


f  > 
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MAMAGEMEMT  COMMENTS;  ASSISTANT  SECRETARY  OF  DEFENSE 
f HEALTH  AFFAIRS)  (Continued) 


OKSA  l«»poAt«  to 

Draft  DoDlC  Audit  Btport  on  Con»uItiii«  Survicua 


2  laiut:  Mantificatloa  »nd  Departing  of  CAAS 

(tafar  ta  Draft  Dapart  paga{a):  9) 


riiwiiitet  The  fiva  DaD  Canponanta. . . vndaratatad  CAAS 
aspandltttcaa  la  reports  to  OSD  and  the  Congress... 
Underreporting  was  due  to  unclear,  conflicting,  and 
Inadeguate  guidance,  which  prevented  officials  froa  making 
inforaed,  accurate,  and  consistent  decisions. 

n»«Bon«a:  Partiallr  concur.  The  Draft  Deport  is  correct 
that  reporting  guidance  availahle  to  OoO  Components  is 
unclear  and  conflicting,  specifically  relating  to  the 
developneat,  operation  or  support  of  automated  information 
technology  systems.  It  is  also  noted  that  DoD  guidance  is 
two  years  out-of-date  from  the  a«st  recent  0MB  Circular  A-130 
revision.  As  s  result,  CAAS  espendlturet  may  have  teen,  hut 
were  not  necessarily,  understated. 

The  Study’s  review  of  contract  actions  for  deterninstlen  of 
CAAS  applicability  is  a  case  in  point  of  how  difficult  CAAS 
detenaination  and  reporting  can  be.  The  OMSA  has  reviewed  in 
detail  the  DoDIC  CAAS  deteraiastlens  contained  in  Appendis  D 
(page  47)  of  the  Draft  Deport.  In  some  instances,  the 
contracts  in  guestion  clearly  gualify  as  an  eaclusion 
specified  in  0M8  Circular  A-120.  In  other  instances,  CAAS 
applicability  appears  to  be  valid.  At  Attachment  2,  the  DMSA 
presents  details  of  its  review  of  DoOId  CAAS  determinations. 

The  DMSA  agrees  that  greater  specificity  and  a  more  stringent 
interpretstioa  of  CAAS  guallficatlon  Is  called  for  in  future 
P8  27  Budget  Eshiblt  reports.  Ik  is  noted  in  the  Draft 
Deport  (pages  24-24}  that  the  DoD  CAAS  Director  has  an  OSD 
action  team  at  work  to  clarify  guidance  deficiencies,  with 
revised  guidance  to  be  promulgated  on  or  about  September  39, 
19S1.  It  would  therefore  be  premature  (or  the  OMSA  to  act  at 
this  time  to  independently  pursue  a  corrective  action. 


MANAGEMENT  COMMENTS;  ASSISTANT  SECRETARY  OF  DEFENSE 

(Continue;)) 


BMSA  B«spensa  k* 

Draft  OoOlC  Audit  l•pert  on  ConauUla«  Sorvicna 
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lAiiii;  ADP'celated  Support  Servieei  at  CAAS 
(Bofat  to  Dfort  Boport  paged):  IS) 

PinfliM:  AOP*rolated  euppott  eeruicci  ohould  b*  reported  as 
CAAS  in  the  PB->7  Budget  Cshibtt  because  these  assistance 
seteiees  are  as  vulnerable  to  waste  and  abuse  at  other 
asaittanea  services,  and  the  anounts  procured  ate  oaterial. 

neisfiASB:  Bonconeur.  There  ere  various  control  nechanisns 
available  to  aanagers  to  lessen  vulnerabilitf  to  waste  and 
abuse,  of  which  CAAS  reporting  in  the  PB-27  Budget  rshibit  is 
only  one. 

In  addition  to  the  PB-27  Budget  Exhibit.  AOP'tclated  support 
services  (all  under  one  or  oore  required  control  nechanisns 
to  prevent  fraud,  waste,  abuse  and  aisaanagenent.  Per 
esaaple.  under  the  PZBHB  (41  CPB  301}  Coaponenta  oust  follow 
eertain  prescribed  procedures  regarding  AOP/Telecoamni- 
eations*ralated  products  and  services  which  nay  result  in 
Ceneral  Services  Adainistration  control  of  the  procureaent. 
Also,  under  OoO  Directive  7020.1.  *bife  Cycle  Ranageaent  of 
Auteaated  Inforaatien  Systestt.*  DoD  Coaponenta  are  charged  to 
conduct  periodic  reviews  of  noa-aa}or  systeas.  which  includes 
cost  and  perforaance  appraisals  of  associated  AOP  support 
services.  Purtheraore.  under  the  Pederal  Kanagers  Pinancial 
Integrity  Act  and  the  Internal  Kanageaent  Control  Prograa. 
Coaponent  aanagers  have  the  responsibility  and  aeans  to 
ide^ify  and  reduce  the  vulnerability  cited  in  the  finding. 

Pinally.  the  Draft  Beport  rinding  appears  to  conflict  with 
0MB  Circular  Bo.  A>11  guidance  on  preparation  and  inclusion 
of  infornation  technology  data  in  the  PB  43  Budget  Exhibit. 

As  directed  in  A>11.  DHSA  PB*43  data  includes  all  life  cycle 
costs  associated  with  an  inforaatien  technology  systea. 
inelttdiae  system  development-related  support  which  the 
finding  suggests  should  be  in  the  PB-37  Budget  Exhibit.  By 
virtue  of  its  inclusion  in  the  PB>43  exhibit,  the  data 
receives  the  scrutiny  implied  in  the  finding,  within  the  acre 
■aeaningful  aggregation  of  systea  life  cycle  cost. 

Together,  these  alternatives  to  the  Audit  Beport  finding  that 
all  ADP-related  support  services  should  be  reported  in  the 
PB-27  exhibit  offer  reasonable  assurance  that  the  concera 
expressed  in  the  finding  is  adequately  addressed  sod 
controlled. 
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MANAGEHEHT  COMMEHTSi  ASSISTANT  SECRETARY  OP  DEFENSE 
HEALTH  AFfAlRS)  (Continued) 


OHSA  Kcsponit  to 

Otaft  OoDte  Au41t  Kopett  on  Conaultin^  Sorvieoa 
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4  luut:  SAIC  OtUvorr  Or4«r  Contract  to  not  CAAS 

■  (lofot  to  Draft  Mport  patoft):  90) 

ftfWiiM:  Mo  a«tto4  with  the  aaaortlen  of  OKSA  officiala  that 
the  oar»ieoa  on  4oli«ory  erCora  rtviowod  (from  the  SAIC 
contract)  Moro  net  CAAS  hoeaust  they  ware  directly  related  to 
dcvclepncnt  of  the  health  care  tyitcn. 

tgiPOMc;  Conenr. 
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MANAGEMEMT  COMMEHTS;  ASSISTAMT  SECRETARY  OF  DEFENSE 
HEALTH  AFFAIRS)  (Continued) 


OMSA  Ittspontt  to 

Or«(t  OoOlC  Audit  Report  on  Consultine  Sorrleoi 
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MANAGEMEMT  COMMEHTS:  assistant  secretary  op  pepehsb 
f HEALTH  AFFAIRS)  (Continued) 


Att*elwn«nt  2 


COWCWTS  0«  OoOtC  OMfr  AUDIT  ICMIT 
APPCMDIX  D 

•List  or  COMTltACT  ACTIONS  DETCRMINCO  TO  SC  CAAS* 
ne^ieal  Suppon^etijftty.  irT-lllll 
DHSA  COffiPtUt 


Sifch  and  Davis  Assoc. 

NDA»03-SI*C<0071 

(P00003) 

1100.000 


Cite.  Data  Systtms.Zne. 

lffiA903-i3>C-014f 

(POOOIS) 

$7«I.C4e 


Mitcbtll  SysteM. 

lDA»e3-S7>e>0S0S 

(roooot) 

1403. ISl 


loe. 


TMs  itodif ieation  ptovided  funds  to 
continue  work  on  Task  Araas  2  s  4. 
Hilitary  RtaltS  Sttviets  System 
(HKSS)  inCernation  architoctwrc 
devtlepAont  and  a  Ktdieal  topistics 
(KedLo«)  Surety  to  Curopt.  These 
tasks  appear  to  fall  under  CAAS. 


This  aedifieation  provided  funds  for 
retroaetivt  adjustments  to  overhead 
and  ptneral  and  administrative  costs 
for  an  tspired  Defense  Enrol  lit«nt 
BliOiMlity  Seportio«  System  <DCCIIS) 
development  and  operations  contract. 
It  can  be  ar«ued  that  tbc  oripinal 
statement  of  work  cateoorixes  the 
contract  as  a  system  development 
centraet  and  as  sucb  it  il  not  CAAS. 


This  modification  provided  funds  for 
continuinp  operations  of  the  OASOfNA) 
office  automation  network,  tt  can  be 
arpued  that  this  contract  falls 
under  an  eselusion  in  OKS  Circular 
No.  A-130.  specifically,  the 
eselusion  of  'day-to-day  operation 
of  facilities...  (e.p.  ADP 
operations. . Therefore  it  can 
be  arfued  this  contract  is  not  CAAS. 


Pefanse  Medical  Support  Activity  ffT  11201 


Mitre  Corp. 

MDA>03-M-C-e0St 

(POOOOS) 

S49t.*»3 


This  modification  provided  funds  for 
a  feasibility  study  repardiog 
patient  level  cost  accounting  within 
the  KHSS.  This  taskina  appears  tn 
fall  under  CAAS. 
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MAHACEMZNT  CQIOtEIITS:  ASSISTAWf  SBCRETAftY  Of  DEFEWSl 
< HEALTH  AfFAIKS)  (ContlnutO 


Irviiif  lurtoa  Astoe. 

|QAfO)>«-«Oll 

(roooo4> 

ttn.n? 


Til*  •etflfleatlea  «s«rcl««4  m  Optl«« 
T««r  of  this  ttehniCAl  tittf  ttela* 
l»tr*tlv«  au^po'tt  eoatr«et.  Ii 
attfteira  to  tili  CAAl. 


Nltehtll  Syittas  Ine. 

MDA»0)>tt-C>4*TS 

(rOOOOS) 


Tbit  aotfifieatioft  incrttstd  tb*  first 
O^tioa  r«»r  I«««t-«r-«frort  fsr  tb* 
ONSSC  AutOMt*4  bCSOttfCt 
XaferMtiea  Syttaa  (OAXMIS) 
o^catient  aad  tratatat  eoatract. 

It  eaa  b«  ar«uatf  that  thla  caatraet 
falls  under  eaa  or  sort  asctualaa 
atatuMata  ta  A* tie.  Spaeifieally. 
th«  taelusioa  af  *day>  te-day 
eparatlea  of  faeilitioa. ..  (a.f.  AOP 
oporatieaa...}*  applioa.  Alaa, 

A-lie  paraerapb  S.A.(3}e.  aaeludoa 
*tralala«  vhieb  oaiataiaa  akllla 
Boeosaary  for  annul  oporatloaa.* 

Tbo  contract  Statcflcat  of  Mark 
appears  to  satisfy  betb  tbeso 
esclwsioas  to  tbo  osteat  tbat  this 
coat  fact  to  aot  CMS. 


nUAX  ta«iBtarla« 

MM»O3-a9-C-0M> 

(P00003) 

t3a»,e9v 


mis  aodiftcatioo  oxerctaed  tbe  first 
Option  Tear  of  a  Coapoaito  Saattb 
Care  Syatoa  (OtCS)  Test  and  Eval» 
uatiea  support  coatract.  Slace  tbe 
aators  of  tbo  support  eas  eaaarally 
adainlstratieo  eorsus  tacbaical. 
this  eontraet  apnea  re  to  fall  BBdor 
C&AS. 
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MANAGEMENT  COMMENTS:  DEFENSE  INFORMATION  SYSTEMS  AGENCY 
(FORMERLY  THE  DEFENSE  COMMONICATIONS  AGENCY) 


defense  communications  agency 

OC  Mm  MOQ 

ICWIUNOUH  FO*  ASSISTANT  INSPECTOR  CENERAL  FOR  AJOITHR.  DEPARTMENT  OF  OEFENSE 
SUUEC1:  Or»ft  Autfit  Report  on  ConjuTUnj  Services  (Project  No.  1CH-007) 


The  Defense  Infomatlon  Systeos  Agency's  response  to  the  subject  eodU  report 
Is  enclosed.  Ouestlons  or  comots  oey  be  directed  to  Ms.  Audrey  Moore. 
692-4  524. 

FOR  THE  OIRECTOR: 


T  CncTosure  e/s 


Cooptroller 


f’f.'*'  Ill  ^ 

Elteetive  *8  June  19*1  OCA  w»»  f*eee<enete«  the  Oetenee  Intormetion  System*  A#*ncy  (OISAI 
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MANAGEMENT  COMMENTS:  DEFENSE  INFORMATION  SYSTEMS  AGENCY 
(FORMERLY  THE  DEFENSE  COMMUNICATIONS  AGENCY) 

(Continued) 


DRArr  KPORT  «  CWSUITUC  SCRVICCS 

- BtCDKUHDAIlWI 


UtcvntndttiOH  1  •  Concur  vftn  tfi  flndtoj  th«t  the  derinUtOtt  of  CMS  requtres 
cUrlffcitlon.  The  purporud  difference  betueen  the  DoOIG  perception  of  uhet 
is  CAAS  versus  «tk«t  DISA  defines  is  CAAS  denonstrites  thet  clearer  guidance  Is 
necessary.  DISK  understands  that  revised  policy  Is  being  developed  by  OSO  and 
will  alleviate  this  problei. 

a)  Ne  do  not  concur  vlth  the  exaiple  cited  as  *orSA  underreported  of 
CAAS,*  specifically,  the  example  cited  of  Honeyuell  federal  System,  Inc. 
(OCA100-86<C«0067),  POOOlO)  Is  not  CAAS.  This  modification  Is  part  of  a 
contrKt  for  testing  and  correction  of  the  WMCCS  Inforoatlon  Systems  Local 
Area  Netuort  software  versions  1.7  and  1.8.  While  software  support  sonetimes 
Involves  the  vendor  providing  advice  on  alternative  approaches  to  maintenance, 
the  primary  purpose  Is  not  advisory  services.  A  valid  analogy  Muld  be 
treating  a  car  mechanic  as  CAAS  because  he  provides  advice  on  how  to  maintain 
your  car.  Mis  primary  purpose  Is  to  fix  a  car,  not  provide  advice. 

b)  The  statement  made  In  the  report  regarding  agencies  not  having  an 
Incentive  to  report  CAAS,  while  true,  Is  not  germane  to  the  Issue.  Without  a 
definitive  explanation  of  what  CAAS  Is,  management  can  hardly  be  criticized 
for  taking  what  It  considers  to  be  a  logical  InUrpreUtlon.  The  exasples 
shown  In  the  audit  report  Include  services  that  could  hardly  be  called 
advisory  In  nature,  yet  do  have  elements  of  advice  In  them.  Taklitg  a  broad 
approach,  such  as  In  the  audit,  It  1$  doubtful  that  aty  service  provided  could 
be  excluded  from  CAAS.  for  example,  development  of  a  model  or  a  system  1$ 
primarily  an  ac<|u1s1t1on  effort,  yet  a  well  designed  contract  would  have  the 
vendor  propose  changes  to  ensure  that  the  contractor  doesn't  build  a  product 
that  he  knows  would  be  Inferior  to  what  he  could  build.  This  Is  the  same 
logic  that  permits  aiy  service  vendor  to  provide  a  product  of  better  quality 
than  asked  for.  Consldertng  contract  types,  such  as  CAAS.  would  result  In 
major  weapons  systems  purchases  being  classified  as  CAAS,  given  that  they 
often  permit  engineering  change  proposals.  CAAS  would  also  Include  hardware 
acquisitions  that  would  permit  an  e^ilvalent  product,  because  we  peimlt  the 
vendor  to  exercise  Judgement  (provide  advice).  Clearly,  this  Is  not  what  was 
Intended  by  the  Congress  In  the  CAAS  legislation.  A  logical  definition  would 
Include,  as  CAAS,  only  those  contrKts  where  the  primary  product  was  advice. 
We  fully  agree  with  the  00016  that  whatever  the  Intent,  the  definition  should 
be  clear  to  permit  management  and  auditors  to  perform  evaluations  that  do  not 
result  In  varied  and  Inconsistent  Interpretations. 

Recomxendatlon  4  -  Concur  In  part.  Upon  a  clear  definition  from  OSD,  within 
90  days,  OISA  will  establish  a  training  program  to  ensure  that  Comptroller, 
contracting  and  management  personnel  understand  the  definition  of  CAAS. 


enclosure 
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management  COMMQIK:  DEFENSE  LOGISTICS  AGENCY 
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MANAGEMEHT  COHMZHTS:  defense  logistics  agency  (Continued) 
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14 


r*4u>r*«  M  »wd|tt  takibtl  Tht 

f>-a7  »•  pr»p*r»4  Irpm  infprm*t»pft  gtvt*  by  all  PL*  f»*l* 

«cttviti«s  an<  b**44uart*r*  altMiitt.  th«»  tbt  approvae  tnflatior. 
factor*  ar*  appU*4  to  th*  aaouftt*  pre4ue*4  froa  thi*  dot*  call, 
and  finally  adju*t»ont*  aro  Mdo  in  th*  OSP  biid|*t  r*vio»  proeos* 
to  tncorporat*  rolovant  Pifon**  Hana|*Mnt  tovio*  and  Pro|raa 
b\td<«t  P#e»*i*n*  *ltbow|b  in  th*  **cond  y*ar  of  tb*  two  y*ar 
f^amaaioa*  tbo  data  call  wa*  not  nado  and  inatoad.  tho 
fiduro*  woro  dorirod  baaod  on  hiatorical  CAAS  u*ado.  Thio 
erodueod  a  oM-tia*  aborration  that  wii;  not  b*  ropoatod  bacawaa 
BLl  ba*  includad  a  CAAS  data  call  (for  taplanantation  in  Juno  of 
aaeb  y*ar)  m  it*  r*vi**d  CAAS  PLAK  901».9.  datad  Id  July  91.  loth 
th*  eurrani  and  r*vi«*d  CAAS  PLAP*  bav*  aoaitor  and  aarilieation 
procaduro*  to  *n*ur*  that  th*  CAAS  projtct*  aubaittod  in  th*  data 
fplt  ar*  aecwrat*  and  *upp*rt*bl*. 

PlsrOSlTtOI: 

I  )  Action  1*  ondoing;  Pinal  tatisatad  Conplation  Pat* 

(a)  Action  i*  e*n*id*r*d  eonplot*. 
mCAMAL  KAVAGCMENT  COMTtOL  WCAXVESS: 
la)  leneoncur;  for  tb*  ahov*  r*a*on*. 


MOMCTAST  9EMP1TS:  dOdI 
PLA  COMMCdTS:  Sa*  abov*. 

BSTIMATSP  dCALlZATlOd  PATK:  >A 

aMOUdT  XEALIXZP:  >A 

pars  PEdEFlTS  KEALIZBP:  dA 

PCXIOK  OPFICEP:  Pick  Bi||inbotban,  PLA>fFF.  a47P96.  3d  JPL  91 
rSE  AFPdOTAL:  ••d.  dillioM.  Chiaf.  Cantraeta  Piviaion. 

Contracting.  3d  J9L  d) 

PLA  AFFdOFAL:  dalon  t.  deCoy .  Papvty  Conptrollar 


tm  OF  EEFOdT  AOLlt  PATE  OF  FOSlTlCd  13  Aug  «: 

FOdFOSt  OF  IdFVT:  IdlTlAL  FOSlTIOd 

auB'T  TITLE  AdP  dO  ;  Praft  daport  an  Canaulting  Sarvicaa  (Froioct 
•  da.  lCd-OOOT» 

dtCOKXEdPATtOd  3:  W*  raconnond  that  th*  Piraetor.  Pafan** 

Logiatic*  Aganey  (PLA).  attabliab  tntaraal  control*  to  verify  that 
proiaetad  figura*  raportad  in  th*  FO'ET  ludgat  Inhibit  ar*  aceurata 
and  aupportabl* 

DL*  coioCdTt:  dor.concuf  PL*  all  ready  baa  an  intarnal  contra; 

_ _ _ _  >.  .BBiAMiktad  bv  PLA  Kafulatian  (PLAdi  9010.3  that 
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MANAGEMBir  COMMENTS?  DEFENSE  LOGISTICS  AGENCY  (Continued) 


tm  Of  MfMT;  OOOIT  00T«  Of  fOSlTlOK  15  Owl  *: 

fOtMSt  Of  IfW:  lUlTIOt  fOSITIOi 

a!»1T  T1  Tit  400  »e  i  Dr»ft  m  ConauUsHg  SarvicM  ifrajaci. 

No.  ICi*00«T». 

NICCiOanATlOa  o-.  *•  rocooMM  that  tho  OirocAor.  Oofonao 

CoMiwntcatioa*  Ngoney.  iba  Otroe«op.  Otfonao  Logiatiea  Agoney;  tba 
Ntroctor  Jotat  Staff:  aag  tho  Aaoiotant  Soerotaay  of  Oofonao 
(Roaith  Affotrai  roRworo  tratmr.g  on  tko  taontof teation  anO 
roaortirg  of  contractog  advtaory  ant  afatataneo  aorviroa  ho 
Orovtdot  to  ooaptrollor.  eontoaettng.  and  aanagoaont  paraonnoi . 


Final  Report 
Paee  No 


OLA  CCOOffiNTS.  fartoally  Concur.  Afhilo  wo  hoUovo  that  OoO>«)«o 
'raining  in  tho  idontif icaiion  and  roperttng  of  CAAS  la  noofod  and 
Muld  ho  honofietal.  ow  do  not  hottovo  it  la  opproprtato  for  OLA  to 
initiato  thit  action  Ondor  Oofonao  tUnagtaont  Roviow  Oociaion 
•OS  tho  Aaaiatant  Soerotary  of  Oofonao  baa  aaaignod  rospenaihility 
to  tho  OSS  •iroetor  far  CAAS  to  prooulgato  atrongthonod  OoC'Oido 
CAAS  polieioa  and  procoduroa.  including  a  aanagonont  plan  that 
_ f»  unifarn  and  conorotonaivo  guidaneo/training  Ono 


orocoduroa  for  POO*»IOO  nanagoaono.  acooiaioion  ana  «aa  va 
roaourcoa  Span  diatrihutioa  of  tho  paaphlot  and  OSO  roviaod 
polieioa  and  procoduroa  for  CAAS.  OLA  wall  pronulgato  tho  laa 
to  all  CAAS  aanagoMOt  principal*. 

OlSfOSlTlON: 

I  1  Action  It  ongoing:  Final  tatinatod  Coaplotion  Onto 
(a)  Action  la  oonaidorod  conploto. 

1P7ESSAL  MAfACEMlIT  COBTSOL  BtAlCNtSS: 


Btuancoa 


IS)  Concur; 


a^tor  ml . 


MOKStASr  SmflTS:  ROM 

•LA  COlOffiBtS:  fartially  Concur,  too  ahovo. 
iSTlMATtO  ttALlSATION  OATS:  NA 
AM00B7  BCALKIO:  NA 
OATS  StVKfm  RSALISSO:  SA 

ACTIOB  OfflCa:  Oiek  Nigginhothaai.  OLA'FFF.  a«T05e.  9S  dOL  SI 
PSt  APPSeVAL:  S.t.  ViUtana.  CMof.  Contracta  Oioiaion. 

Contracting.  SO  dOL  SI 

SLA  APFSCTAL:  Nolon  T.  McCoy.  Oopvty  Conptrollor 
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MANAGEMEHT  COMMENTS:  DEFENSE  LOGISTICS  AGENCY  (Continued) 


rm  or  ncroir.  owoit  o*Tf  or  rosirioi  is  Auf  s. 

rcxrost  or  ww  ioitul  rosrtioii 

AUriT  TlTLt  Ai#  *0  :  #r*fl  UtAert  •!»  C«ntw)itA|  Itrcj#?*. 

ICN *000^1 

riir:oo.  lowincATiow  amp  AcroATioc  or  caas 

TA«  ft*«  OoO  Co»p»n«liA«  fOCA.  OLA.  OVA.  OUSA.  «M  Jcint 
undcratatvA  CAAS  •apanAiiuraa  ift  r«A»rt«  t»  0$9  am  tfc#  Cefiiraaa  5>- 
#30  4  Mi  III#*  t*r  rs  to  and  by  *10  3  Bill  tan  far  rs  tC  In 
addtttan.  OU  ittuad  IS  «anira«t  aettan#  taialin«  •:  3  ailttan  ;r. 
ri  to.  and  l»  eantraet  aeitan#  %ava)tnf  *3  0  at II tan  t#  rs  00  »« 
Infaraattan  dnalyti#  Cantar#  far  cantraetad  advtaery  and 
aartftanca  aarateta.  abich  aara  fundad  by  Mtlitary  tayariaanta  a.-.s 
athar  OeO  Ceayonania.  Ondarrayeritni  «*#  dua  ta  wnelaar. 
eanf :  latinf and  inadaovat#  Autdanea.  afcteh  pravantad  afftaiala 
Iran  MktnS  inforaad.  aceurata .  and  eanaiatant  daetatana 
Aeeardinf  ia  affteiala  wa  iniarvtavad.  SaO  Caapanan*.*  alaa  narpsw:y 
tntarpratad  and  appliad  tba  CAAS  daftnittan  baaauaa  af  a  parcapttsr. 
tkat  tka  Confraaa  nilki  raduea  tka  OaP  CAAS  budsat  dwa  to 
ccnfraiatanal  eanearna  af  Oavarr.aBnt-atda  CAAS  avarapandtnl.  Aa  a 
raawit,  data  raportad  ta  OSO  and  tka  Car.|raaa  far  rS'a  tO  and  OC 
•ara  nat  raliakla  far  avaraiglit  and  paltey»aktat  purpaaaa. 

PLA  CObXClITS;  Soncaneiir.  Tba  undarraparttng  ettad  by  tka  rapart 
ahawld  nat  ka  attrtkutad  ta  OLA.  baeauaa  tka  IS  and  I0  eantrae*. 
actiana  far  ST  00  and  00.  raapaetivaly.  raaultad  fra*  Mtlttary 
latardapartaantal  rwrekaaa  laqvaata  mirSal  •kick  wara  raeaivad 
fraa  Military  Saratea*.  Tba  Military  Sarvicaa  ara  tba  activity 
banafiting  Iran  tba  CAAS  pradwcla.  and  ara  raapanaikla  far  CAAS 
Idantificatian.  kudfating.  funding  and  raporting  af  CAAS 
akligatiana  in  thair  raapaetiva  aceowntinf  ayataaa. 

JSTCSSAk  MAXASEMCirT  COITtOL  WEAKNESS: 
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(■:  Nancaneur: 


mmstabt  oENtrm.  now 

OLA  CSMMENTS:  Sac  Akava 
tSTIKATCO  AEAL12ATION  OATS:  »A 
AMOOirr  ASALIStO:  NA 
OATS  OENEriTS  StALIZKO:  NA 

ACTION  orriCSt:  Oiek  tigginbatkaB.  PLA-rOf.  aOTOSS.  81  dOt  05 
OSE  AmOTAL:  t.l.  Milliaiaa.  Ckiaf.  Cantraeta  Oiviaian. 

Cantracttng.  90  JOl  01 

OU  AWOTAL;  ialan  T.  MeCay.  Papwty  CcBpiraltar 
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DEFENSE  NUCLEAR  AGENCY 


OtftAS#  Mwclt«r 

••C*  #:•  •;#: 


Final  Report 
Page  No. 


/W  7  1991 


md^ckanoum  for  vtfhttwon  or  ccroise  iNsrecroa  coirKA:. 


SWtCT:  Defense  Nuclear  Agency  fONA)  Conncncs  or.  Draft 
Report  on  Consulting  Services  CProject  He. 
tCH-COO; 


Reference  your  nemoranduBt  dated  n  June  I99i  concerning 
the  draft  audit  report  on  consulting  services. 

Our  evaluation  and  eoounents  regarding  the  subject 
report  are  provided  as  reguested.  Overall,  CNA  concurs  with 
the  basic  facts  supporting  the  findings  and  concurs  with  the 
reeonaiendations . 

He  concur  with  the  finding  that  the  existing  guidance 
and  definitions  are  unclear  and  we  weleoee  acre  objective 
criteria.  The  anbiguity  ©f  the  existing  guidance  and 
definitions  proatotes  an  inconsistent  application  of 
sta.tdardi  between  DoD  conponents.  He  believe  Chat  our 
inplementstion  of  the  existing  definition  is  reasonable  and 
respo.*isible  though  we  recognise  that  sone  underreporting  is 
possible  due  to  the  lack  of  standardisation. 

Although  DMA  was  not  specifically  nentioned  if.  ar.y  of 
the  recomendations.  your  audit  has  provided  a  focus  on  the 
need  to  iig>rove  training  and  review  internal  controls. 

He  appreciate  the  very  professional  efforts  of  your 
staff.  Should  you  have  any  guestions  or  comnents.  please  de 
not  hesitate  to  call. 

SCR  THZ  DIRECTOR: 


ntvaaoi  «.  ERNST 
Colonel,  OSA 
Acting  Chief  of  Staff 
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MAMAGEHENT  COMMENTS: _ THE  JOINT  STAFF 


m 


TNI  JOINT  STAfF 

•AtMIMtM.  K 


Final  Report 
Pa"e  So 


ttplf  XIF  Code: 
T9Tt«>IOOe 


J-l  247t/)33-eC 
I  August  1991 


MCNORAMOim  rOA  THt  HttPICTOA  CCNEXAt 

Subject:  Draft  Audit  Aeport  on  the  Audit  of  Consuitine 
Service*  fProjeet  Me.  lCM-0007) 


1.  I  concur  with  the  report'*  recomncndet ion*.  There  is  • 
n*cd  for  •  revised,  clear  definition  of  CAAS  »nd  following 
that.  •  need  to  train  CAAS  manager*. 

2.  The  strength  of  the  draft  report  might  be  enhanced  by 
reconsidering  and  rewording  certain  section*.  For  eaanple; 

a.  Page  IS.  second  paragraph.  The  rational*  is  not  very 
convincing.  Many  activities  are  subject  to  potential  waste 
fraud  and  abuse:  that  doe*  not  motivate  classifying  them  as 
CAAS. 

to.  Page  39.  second  and  third  paragraphs.  The  report's 
conclusion  that  these  management  services,  systems 
analyses.  AOP  software  development  activities,  and 
assistance  in  solving  hospital  sit*  problems  are  not  CAAS 
appears  to  contradict  the  report's  main  theme  that  these 
activities  AAE  CAAS  and  that  the  Defense  Agencies  have 
under  reported  their  CAAS  espenditures  by  failing  to  report 
them.  The  report's  esplanation  that  these  activities  were 
not  CAAS  because  they  were  directly  related  to  development 
of  the  health  ear*  system  is  not  very  compelling;  most 
activities  of  this  nature  support  the  development  or 
opetation  of  some  definable  system. 

3  The  report's  assertion  that  the  inspected  agencies  had 
under  reported  CAAS  might  convey  mote  understanding  if  it  were 
esptessed  conditionally;  CAAS  was  under  reported  IP  the 
definition  of  CAAS  includes  AOP  system  software  development  and 
maintenance  activities,  from  the  saample  sited  on  page  30  of 
the  report,  software  development  as  well  as  several  types  of 
consulting  and  management  study  activities  may  MOT  be  CAAS. 

Dntil  CAAS  is  precisely  defined,  it  is  difficult  to  say  that 
these  agencies  are  truants.  Again.  I  agree  that  a  clearer 
definition  of  CAAS  is  needed. 
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MAMAGPUarr  COMKEMTS:  the  joiht  staff 
(Continued) 


d.  As  sn  ssitfs.  it  slight  worth  r«visitin9  with  th« 

Conorosf.  CAO.  sftd  th«  000  CowptrolUr  thoir  current  dtsiros 
Cor  rtportino  contract  support  taponditurts  and  the  rosultin^* 
iapliod  ravisions  ntodod  to  a  dtfinition  of  CAAS.  Oofinitions 
of  CAAS  in  tho  current  eolloction  of  DOD  policy*  ouidance*  and 
raoulations  wore  articulated  at  different  times  to  sddress 
different  management  perspectives.  A  revised  ODD  definition  of 
CAAS  and  eapenditure  reporting  requirements  should  stem  from 
the  current  interests  end  intent  of  the  Congress  and  OOP 
leadership,  rather  than  from  a  consolidation  and  leveling  of 
potentially  outdated  interests  and  procedures. 

5.  Any  response  Co  the  report's  recommendation  that  CAAS 
managers  receive  training  on  procedures  and  definitions  for 
CAAS  must  be  answered  conditioned  on  the  publication  of 
definitions  and  procedural  guidance  from  a  DOD  CAAS  authority 
Conditioning  the  report's  *training*  recommendation  on  the 
availability  of  revised  definitions  and  procedures  may  provide 
the  affected  agencies  with  a  more  workable  recoiwnendation.  Jt 
might  also  be  more  effective  to  charge  the  DOD  CAAS  authority 
with  implementing  the  needed  training  program  rather  than 
tasking  the  training  function  to  each  separate  agency.  That 
might  help  ensure  more  consistent  CAAS  management  standards  and 
practices . 

S.  I  appreciate  very  much  the  report's  acknowledgement  of  the 
Joint  Staff  CAAS  management  procedures  and  our  rigorous 
Internal  Controls  Program.  We  have  made  a  very  deliberate  and 
vigorous  effort  ever  the  last  three  years  to  establish  and 
practice  strong  resource  management.  Dux  resource  management 
and  internal  Controls  programs  covers  fiscal,  personnel, 
contract  management.  CAAS.  information  processing  and  all  other 
types  of  resources.  Our  program  Is  based  on  peer  and  senior 
level  visibility  into  all  resource  management  activities  from 
requitement  validation  to  completion  and  on  periodic, 
independent  inspection  of  each  ptogran  for  compliance  with  all 
DOD  and  Joint  Staff  regulations  and  guidance.  The  Joint  Staff 
will  certainly  comply  thoroughly  and  promptly  with  any 
revisions  to  the  definitions  and  procedures  for  managing  CAAS 
resources. 


cal 


vzneewT  r.  kosj^  ja..  scs 
Deputy  Director  for  Techni 
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